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Size Your Ptuad Ube “OUT FRONT!” 


Victory depends upon materials—as well as men! 
To keep our American forces “closing in” overseas, 
you and every other manufacturer here at home 
must keep on making ‘Out Front” War Bond Quotas! 


This means action now on every point in the fighting 

8-Point Plan to step up Payroll Deductions. For in- 

stance, have you a 6th War Loan Bond Committee, 

representing labor, management and other important 

groups in your company? Selected Team Captains 
yet—preferably returned 
veterans? If so, have you 
instructed them in sales pro- 
cedure—and given each 
the Treasury Booklet, Get- 
ting the Order? 


How about War Bond quo- 
tas? Each department— 


Official U. S. Marine Corps Phot 


and individual—should have one! Assigning respon- 
sibilities is vital, too! Have you appointed enough 
“self-starters” to arrange rallies, competitive prog- 
ress boards and meeting schedules? Are personal 
pledge, order or authorization cards printed, and 
made out in the name of each worker? Planning 
for resolicitation near the end of the drive? Your 
State Payroll Chairman is ready now with a detailed 
Resolicitation Plan. And, have you contracted for 
space in all your regular advertising media to tell 
the War Bond story ? 


Your positive Yes to all points in this forward-to- 
victory 8-Point Plan assures your plant meeting an 
“Out Front” Quota in the 6th War Loan—and speeds 
the day of unconditional surrender! 


The Treasury Department acknowledges wit 
appreciation the publication of this message by 


THE MAGAZINE of WALL STREET 


- This is an official U. S. Treasury advertisement—prepared under the auspices 
of Treasury Department and War Advertising Council. 
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Tax Help for Investors 

As the year-end draws near, wise in- 
vestors are beginning to consider their 
portfolios in relation to current income 
tax legislation. The nationwide invest- 
ment firm of Merrill Lynch, Pierce, 
Fenner & Beane has just issued the 
1944 edition of its Investor’s Tax Kit, 
to make the work a little easier and to 
provide the wherefores with which to 
approach this thorny task intelligently. 

Thus many a last-minute headache 
can be avoided by use of the 1944 
Investor’s Tax Kit. It contains a sur- 
vey of the new tax laws (as they ai- 
fect the individual)—compiled with 








POST-WAR TAX PLANS 


"HANDY CHART 
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Merrill Lynch Tax Kit: Eases investor’s 
tax problems 


particular reference to securities for 
ML,P,F&B by the Research Institute 
of America; interprets them in lan- 
guage easy to understand and apply, 
and provides a check list of deductible 
items. Also included: work sheets for 
computing Capital Gains and Losses. 
Here, too, will be found a handy chart 
which gives a graphic presentation of 
the treatment of Capital Gains and 
Losses by individuals, and an unusu- 


‘ally interesting and useful four-page 


folder entitled, “Post-War Tax Plans”, 
giving details and comparisons of the 
four most widely discussed proposals. 

There are two sound reasons for 
sending promptly for a copy of the 
1944 Investor’s Tax Kit*: 1. It will aid 
in adjusting portfolios mow in order to 
take full advantage of tax provisions. 
2. It will enable investors to begin to 
assemble necessary figures at once, 
eliminating last-minute annoyances. 
Though the Tax Kit is not designed 
to obviate the need for expert tax 
counsel, it will provide investors with 
tools which will help them solve their 
tax problems more easily. 

*The 1944 Investor’s Tax Kit will be sent without 
cost or obligation. Address requests to Merrill Lynch, 


Pierce, Fenner & Beane headquarters, 70 Pine Street, 
New York 5, N, Y, 
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Why IS 


ECAUSE he’s down to earth about con- 
B serving coal. That's why he’s put- 
ting up storm windows. He knows there 
will be some shortage of coal going to 
householders. 


No less coal is being produced. More is 
being mined than ever before—with fewer 
men. Mine owners and miners alike are 
doing a splendid job. And there are 
ample rail transportation facilities. 

But certain grades of coal are going to 


be greatly in demand for war production. 
And, to make things worse, your local 























ne up in the air 7 


coal dealer faces a shortage in man- 
power, trucks and tires. 


So if you want to keep warm this 
winter, do everything possible to con- 
serve the coal you can get. The little, 
common-sense things you can do will 
make your coal pile go 10% further 
and save that much on your fuel bill. 


Install weatherstripping. Clean your 
furnace. Fire carefully, and avoid over- 
heating. Shut off unused rooms. Pull 
your shades low at night. For other sug- 
gestions, see your coal dealer. 


One of the biggest jobs of the C & 0 
Lines is hauling coal from the mine 
along its routes, so we're in a position 
to understand the problem, and to know 
how essential coal is these days. 


te 
Chesapeake & Ohio Lines 
CHESAPEAKE AND OHIO RAILWAY 
NICKEL PLATE ROAD 
PERE MARQUETTE RAILWAY 


Save Coal— and Serve America 
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The Trend of Events 


AFTER THE ELECTION . . . Whether Mr. Roosevelt or 
Mr. Dewey wins the election, the future will not be as 
bright as some campaign speakers will have promised nor 
as dark as others will have alleged. A change in the 

Vhite House would not alter the character or the pro- 
portions of the major problems confronting this nation. 

hey were with us before the election. They will be 
vith us after the election, still awaiting solution through 
difficult decisions. 

Nor would a change of Administration—assuming, as 
is not certain, that Mr. Dewey can take his Party with 
thim—alter the basic direction and objectives of national 
policy as much as partisans have imagined. The most 
notable thing about the 1944 campaign is not the area 
of difference between the candidates but the area of 
agreement, and in this respect it has been reminiscent 
of 1940. 


1e C & 0 
he mines 


| position Essentially, Wendell Willkie embraced the Roosevelt 
| to know oreign policy, contending that he could manage it bet- 
S. ter. He embraced the New Deal reforms, the New Deal 
“social conscience,” the. New Deal concept of govern- 

mental responsibility for the country’s economic welfare; 

o much so that the disgusted Old Guard called him a 

"New Dealer.” The same complaint could almost as 

, readily be made against Gov. Dewey. Essentially, he 
Lines promises to carry on a large part of the New Deal at 
home and abroad but to make it “work better.” We 
shall soon know whether a promise of more effective 
edministration of unchanged basic policies is enough to 
sonvince a majority of voters that a change of Presidents 


AIL WAY 
D 
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is now warranted, while the war is yet to be won. 

There are many things to be done after the election. 
To mention only a few: there is the refinement and 
implementation of the Dumbarton Oaks agreement for 
a world peace organization; there is the question of carry- 
ing out the Bretton Woods monetary program or of sub- 
stituting something else if Congress rejects it; there is the 
highly complex problem of foreign trade policy on which 
some kind of international accord is still to be reached; 
there is policy and methods for surplus disposal, a prob- 
lem which Congress further muddled rather than clari- 
fied in its recent legislation; there is the problem of tax 
revision, assuming that the end of the war in Europe is 
not many months ahead. 

Above all, there is the unanswered question as to how 
we can maintain full employment when we shall no 
longer have either the abnormal stimulus of war or the 
temporary aid of large accumulated demands or of excep- 
tionally high exports for relief and reconstruction 
abroad. Neither side in this campaign has yet really 
come to grips with this question. 

The contention has been made that it would suffice if 
the Government would merely “encourage” private en- 
terprise by lowering taxes and assuming a generally 
friendlier attitude. No doubt that would help—but our 
“rugged individualists” need to be reminded that we had 
low taxes and an Administration most friendly towards 
business in the years 1929 to 1932. It wasn’t enough, 
though, to prevent our worst depression, and on the rec- 
ord, we can hardly be certain that it would be enough 
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after the war to assure adequately high employment. 
We do not pretend to know the answers to all the 
grave problems facing us—problems that the election will 
leave much as they are, regardless of its outcome. But 
this much is certain. The Government alone cannot 
solve them; neither can private enterprise. Satisfactory 
solutions will require wholehearted cooperation of both 
and the good will of all elements of our nation. Just as 
the problems themselves transcend the partisan plane, so 
must the solutions if they are to be sound and effective. 
They must, in short, be truly national solutions. No 
amount of electioneering can obscure this necessity. 


THE TREASURY AGREES... . Mr. Roy Blough, direc- 
tor of the division of tax research of the United States 
Treasury, stated in a speech at St. Louis last week that 
no plan submitted to Congressional or Treasury post-war 
tax planners calls for keeping the excess profits tax. This 
war-time tax, he said, is mainly to blame for the major 
complexities of the present corporate tax structure; and 
it appears that simplification of it “will come by erasure 
rather than by erosion.” 

We assume that Mr. Blough’s view is that of the Treas- 
ury itself. As such it is encouraging as far as it goes. But 
to say that the excess profits tax should be repealed 
“after the war” leaves some vexing questions unanswered. 
Can it be erased after defeat of Germany or must that 
await also the defeat of Japan? 

The theory of this tax is to recapture the major por- 
tion of war-caused increment in profits, as measured by 
their increase over the pre-war base period. The theory, 
obviously, will remain valid after defeat of Germany and 
until the end of the Far East war also. If that is so, 
repeal of EPT might be 18 months or two years or even 
further ahead. Yet the proportions of non-war produc- 
tion will increase greatly before Japan is beaten. Fur- 
thermore, the longer this tax is effective the more injus- 
tice it works on corporations whose growth of sales and 
profits has no direct relation to war output. Finally, its 
effects will necessarily discourage corporate capital invest- 
ment in the period, beginning after the defeat of Ger- 
many, when it will be needed as one support of employ- 
ment. 

So we are not so sure that Mr. Blough is correct in the 
view that the only alternatives are to keep the tax as it is 
or to repeal it after the war. Revenue needs will con- 
tinue large and may preclude any significant reduction 
in corporate income tax rates for quite a time after the 
end of the European war. That is all the more reason 
for giving realistic consideration to the desirability and 
feasibility of “erasing” EPT—the most bothersome ele- 
ment in the corporate tax structure—by stages rather 
than in one long deferred move after the termination of 
the Jap war. This tax is a very bad thing for peace-time 
purposes, and we shall have peace-time purposes increas- 
ingly after Germany surrenders. The next best thing to 
getting rid of it, which will not be immediately practica- 
ble, will be to reduce sharply its rate of exaction. 


THE DECLINE IN PRODUCTION .. . By August the 
Reserve Board’s seasonally adjusted index of industrial 
production had declined to 232 from war-time peak of 
247 in October-November of 1943 or a shrinkage of 15 
points, which is a bit more than 6 per cent. As this is 
written the latest official figure is past history by some 
seven weeks—seven weeks during which there has been 





further decline in production even as the intensity of 
the fighting on the far-flung war fronts steadily increased. 

It is unofficially but reliably estimated that the Reserve 
Board index, were it on a weekly basis, would now stand 
at approximately 223—down 24 points from the peak and 
down g points since August. Therefore it is apparent 
that increased emphasis on output of a few types of war 
supplies continues to be outweighed by contract comple. 
tions and cutbacks elsewhere. 

Tihere is good reason to believe that production will 
decline by another 35 to 50 index points within six to 
eight months after the end of the European war. One} 
must therefore wonder how much longer the services 1. 
can continue to oppose a gradual shiftover to increasing ff losi 
civilian production. The longer it is delayed and thef ing 
more abrupt it is, the greater will be the dislocations inf} we | 
employment. out 


1 
WHO HAS THE MONEY? .... According to Govern-f Onc 
ment estimates, the savings of individuals, as represented ff batt 
by currency, bank deposits and Government bonds, have Jap: 
increased by. $65,000,000,000 during the past three years.§ hom 
The question of how powerful a stimulus these funds nea 
may exert on post-war business will depend partly onf T 
the psychological environment at the time but also im-f In | 
portantly on the distribution of the savings. The latter} ever 






point has been pretty much of a statistical enigma. shor 

However, on the basis of income tax returns, the lates! f {utu 
issue of the Federal Reserve Board bulletin expresses thef the « 
opinion that a “major” part of the increase in savings isf Asia 
in the hands of individuals with incomes of $2,000 tof migl 
$5,000. People in those income brackets, says the Board, inev 


“ordinarily do the bulk of the spending and account forf for 
little of the savings.” Ey 
It therefore appears that a substantial proportion of thef thou 
savings represents income which people could not or didf mus’ 
not spend during the war and which they will regard asf can 
spendable, rather than permanent savings, after the war.) ger 
If that is so, the effects on business activity could bef rest, 
highly expansionist; and the same will be true of somefjcour 
$40,000,000,000 of liquid savings which business concernsf tent 
have available for productive investment. with 
Even should only a moderate portion of these funds bef dle 
used for consumer expenditure and for productive invest- situa 
ment, it would exert a continuing, or “spiral,” influencef meet 
through the shift of such money from present owners tophum 
others. out 
If history repeats, large amounts of individual savings pSyMp 
may shift into corporate securities after the war, and espe-f ble 
cially into common stocks if the dividend yields continue} ¥nde 
to show anything like their present wide spread over rep othe 
turn from high-grade bonds. What portion of the savingsp" ! 
belongs to people who might be interested in corporatep ulti 
investments? No accurate answer is possible, but most mili 
such individuals are in the relatively small group withB®V! 
income in excess of $5,000 a year; and. the Reserve TI 
Board’s conjectural inference is that their liquid saving f ‘Pe 
may have increased by perhaps $20,000,000,000 Over thepand 
past three years. has 


one, 
THE MARKET PROSPECT . . . Our most recent invest }20Un 
ment advice will be found in the discussion of the pro- unde 
spective trend of the market on page 62. The counsel, Ov 
embodied in the feature should be considered in connec hm, 
tion with all investment suggestions, elsewhere in this 
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THE SIGNIFICANCE OF OUR PACIFIC VICTORIES 


on will 
1 Six to 
r. One 
Services 
reasing 
nd. the 


‘ions in 


[ NexoraBLy, step by step, the Japanese have been 
losing the war these past two years; and, with the thrill- 
ing announcement of the invasion of the Philippines, 
we know that we are well on our way toward cancelling 
out Japanese influence in the Far East. 

The war has now been carried to Japan’s doorstep. 
Once the Philippines are in our hands, already badly 
battered Formosa becomes untenable as an advanced 
Japanese base, which will force the enemy back to his 
home defenses, bringing the day of victory appreciably 
nearer. 

The defeat of Japan will have far-reaching effects. 
In bringing an end to one of the most difficult wars 
ever fought, we will not only be freeing our western 
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All these things will stand us in good stead in dealing 
with the people of the Far East, and we can do a great 
service not only to them but to ourselves and to the 
world if we practice the “Good Neighbor’’ policy. 

The longer we live, the more we learn that action 
based on psychological truths is more practical than 
out-worn habits of practice and tradition, which are 
frequently based on an entirely different set of condi- 
tions than those which exist currently. Men’s minds 
move too slowly. They cling to habits of thought fre- 
quently in fear of losing their anchor. And I say “an- 
chor” advisedly because their opinions are largely built 
on habit and experience which they find it easier to 
retain than to change. We must approach the situa- 
































na. shores from a grave menace, but it will also secure the tion in the Pacific from the new concept of freedom, 
e latest future of the white race generally, since it will give us which calls for evolution of the people to a higher level, 
sses the the opportunity to cement relationships with the various spiritually, physically and materially. 
vings isf Asiatic peoples. A victorious Japan—as we all know— Ours will be the great responsibility, and for that rea- 
,000 tofmight easily have succeeded in fostering a hatred that son, since the task of beating Japan falls mainly on our 
Board inevitably would have resulted ina titanic race struggle shoulders anyway, it is well that we press it to a victo- 
unt forf for supremacy. ‘ rious conclusion as 
Even today, —_al- “WHAT ELSE COULD SINDBAD EXPECT?” speedily as possible. 
n of the though final victory spar nssons paren a, 7 Prado: oes From a psychologi- 
t or didf must still be won, we " SS mys cal standpoint, it is 
gard aspcan say that this dan- bound to give us great 
he war.fger has been laid at prestige, as well as a 
nuld befrest, depending, of basis for molding 
of somepcourse, to a large ex- opinion and _ securing 
oncernspient on the wisdom advantages of the ut- 
with which we han- most importance to 
unds befdle the Far Eastern this country and to the 
> invest-fsituation. When we rest of the world. Our 
ifluencefmeet face to face as strategy has been most 
vners tophuman beings—with- | far-seeing and_practi- 
out arrogance and with | cal in the face of the 
savings sympathy—we will be | conflicting interests of 
nd espe fable to have a better | the various Powers be- 
ontinuepnderstanding of each | cause our goal has 
over repother and compromise | been a lasting peace. 
savingsp" the differences re- | Our sympathy for the 
yr porate sulting from — unfa- Asiatic peoples will 
ut mostPMiliar customs and | pay us large dividends 
yp withBe2vironment. | in security and trade, 
Reserve The new age of | for to us mainly can 
savings speed in transportation fall the work of re- 
over thep’td communications ‘ia construction and = in- 
has made the world dustrialization that 


















one, bringing us closer to 
bound to establish the 
understanding. 

Our prestige because of our great tradition of free- 
dom, our genius for industrial organization, and our 
accomplishments in producing such a high standard of 
living for our own people, gives us an important advan- 
lage. To this prestige can be added our record in the 
Philippines and the services we have rendered to the 
people of that country. 
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will raise the standard of living generally of the people, 
not only in the Far East but in the world over. 

There ought to be a very busy world when the war 
is won, for the reconstruction and development of the 
various lands and their people will take at least several 
generations of effort. Concentration of the various peo- 
ples on such a constructive job of building will in itself 
make for harmony. 

Beneficence and compromise befit a great nation, 

(Continued on page 108) 
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Weighing Post Election Markets 


The market has met formidable resistance in recent efforts to extend 
the rally and has begun this week with a shift to marked softness. E 
We continue to believe that upside possibilities are too limited to 
warrant any general expansion of holdings for capital gains purposes. 


SY. A. FF. Miele 


The stock market has been stalemated within an ex- In an election year many people with strong partisar n 
ceeding narrow range of fluctuation in the averages leanings indulge in wishful thinking and this will t 
since early October. During this period a considerable some extent influence their investment and speculatiy 
number of individual issues have managed to make new decisions. Such hopes may be a supporting factor i Sof 
highs, but in the great majority of such instances there the market now, and some professional counselors ary 
is no significant “follow-through” and in many the not above trying to make a little hay out of it. We not’ 
difference between new high and former high is frac- one advisory service “forecasting” the election of Dewe; 
tional. If this is “selective strength,” manifestly it is at and advising people to get out of “Roosevelt stocks’ : 
least equalled by “selective weakness” because the aver- and into “Dewey stocks!” Frankly, we don’t know jus 3 
ages are presently stuck in a notably tight rut. what a “Dewey stock” is. 

Over the past fortnight the lowest closing level in the As of the present time, the most reliable polls indicate 
Dow industrial average was 148.06 and the highest was a close election in popular vote. Naturally this is taken 
148.87, a range of 81 cents. Even on the basis of the as encouraging by those who desire a change in admin : 
intra-day highs and lows, the range was only 114 points. istration. But the betting odds point strongly to the | 
The net change for the two weeks was a decline of 67 re-election of President Roosevelt, and betting odds a 
cents, practically all of it experienced toward the end of one-sided as these have never proved wrong in the past 
the past week and probably due to weariness after fruit- The discrepancy between them and the polls is mor 
less efforts to advance. apparent than real. However close the popular vot 

At recent best level of 42 the Dow rail average was may be, the polls suggest—even without any represents 
only 53 cents under its July recovery high, but here too 
the strength is quite selective and—since point figures 
can be somewhat misleading—it should be noted that 
on a percentage basis this average is almost exactly the 
same distance under the former high as is the industrial 
average. at 

To the bulls this performance must be very tantaliz- ee  . 
AE ae Paes Pa Dp. 2 Peon! ho ar 
ing, since the “promised land” is so close and yet so goes oe 
hard to reach. It’s like having the ball repeatedly on lie 
the one-yard line in a football game and yet being un- . nig 
able—thus far—to score. Unlike football, there is no ee r 
limitation of four “downs.” The September-October _— 
“pre-election rally” appears to have run out of momen- endl 
tum almost exactly where the preceding rally did in wate 
August. . 

True, the utility average has continued to make new om 
highs but this is a snail-like affair, the net gain for the Sat 
past fortnight having been 26 cents and the net gain of " 
the past two months having been aj-proximately 1 point. highs. 
If there are hopes of the election of Gov. Dewey, this ) oo 
is the One group in which the discounting of them 10 SPECULATIVE ead : 
would be most logical, but since utilities will gain some- PREFERREDS “i cc 
thing out of peace and eventual tax revision—regardless com . 
of who is President—and since selected issues are still oly 
not extremely priced on an investment yield basis, the ; be ch ’ 
election factor 1s probably regarded by most buyers sim- dential 8 4 
ply as an added “if” rather than something to bank on. es 
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There is still a possibility of a concentrated upward a 
spurt in the averages just before or just after the elec- = 
tion, but the market’s technical action at present is not 1 ys 
too promising in that regard and the time is getting re mn 
short. We can not expect much longer maintenance ne 





of such extremely narrow range of fluctuation in the fe) 
averages as that of recent weeks. Continuing failure to SWINGS SINCE JFMAMJJASOND § that 
break through the upside resistance would soon invite oe ae 1944 tee 
another reaction. Indeed, it seems to be starting as we ope 
go to press. olin 
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ion of the soldier vote—that Roosevelt will probably 
ave a majority of the electoral vote. The betting odds 
elate only to the expected outcome of a race, not its 
loseness. The winning horse “pays off” whether he 
ins by a nose or by a mile. 

The sluggish action of our broad indexes suggests 
hat those who are making bets on Dewey in their stock 
arket operations are exceeded in numbers by those 
sho are either dubious about the election or about the 
post-election market prospect or both. Over the past 
ortnight our index of 283 active stocks declined one-half 
f 1 point; index of 100 high-price stocks advanced 
B/iooths of 1 point; and the index of 100 low-price 
stocks declined 1.79 points. The latter is a reliable 
easure of speculative confidence. Its recent tendency 
o weaken in its ratio to higher grade stocks is not a bull- 
ish omen, and if it continues the market is more likely 
t0 move down than to boost the averages to new highs. 

Out of 44 stock groups for which we keep price in- 
dexes, only five have been able recently to make new 
highs: aircraft, shipbuilding, paper, business machines 
and department stores. This is not impressive bull 
leadership. Group action, like performance of indivi- 
dual stocks, is highly mixed. Aside from these five, 
seven other groups so far in October have fared better 
han the broad index, though without -making new 
highs. They are: air lines, bus lines, building, food 
brands, investment trusts, machinery, metals, rail equip- 
ments and sulphur. But ten groups have done worse 
han the average. These are farm equipments, amuse- 
ments, automobile accessories, communications, drugs 
nd toilet articles, mail order companies, radio, soft 
drinks, sugar and textiles. 

The chief trouble with the majority of stock groups 
is that they have had a very great advance since the 
spring of 1942 and have discounted future earnings po- 
entials both rather liberally and rather far ahead. This 
kind of trouble can be “cured” only by a stiff reaction. 
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Lacking that remedy, we are of the opinion that any 
further advance in the averages is likely to continue to 
be both laborious and limited—unless a surprise Dewey 
victory touches off a boomlet. We would be inclined to 
regard the latter event not as a reason to expand hold- 
ings but as presenting a fortuitous opportunity to take 
profits and to pare down speculative holdings, especially 
in marginal companies. 

No matter how the election comes out, and no matter 
whether the war in Europe ends this winter or next 
spring, the problems and uncertainties with which in- 
vestors have to contend will not be significantly altered 
from what they are today. We know all of the argu- 
ments in behalf of a continuing bull market: the in- 
flated money supply, the promising potentials for post- 
war economic activity, the promise of tax relief, etc. 
Some would add to this, as bullish, the idea of longer 
war than was believed likely a few months ago, although 
—except in relation to the so-called war stocks—this is 
contradictory to the main psychological base on which 
the bull market has been erected. 

It seems to us almost certain that 1945 will be a year 
of very considerable economic deflation. And we are of 
the opinion that in the hopeful sentiment which is now 
supporting the market there is too much of a tendency 
to underestimate or gloss over the rough spots that lie 
ahead. Most every kind of business is doing well now— 
if not booming—including a great many enterprises that 
always found the going far from easy in peace time. 
Many business men have almost forgotten what com- 
petition is. They have a rude reminder coming. Mean- 
while the market remains vulnerable to an eventual very 
sizable intermediate reaction not because the Dow in- 
dustrial average is at an extremely high level—it is not— 
but because the general run of speculative stocks, now 
buoyed by abnormal war-time profits, look very high 
indeed on any rational calculation of future prospects 
on an ex-war basis.—Monday, October 23. 
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PEACE BOOMIN WARTIME? 


Units of the Pacific fleet on maneuvers 


Varying implications of a mixed war and peace economy after Germany’s collapse 
BY LAURENCE 


igi recently there was high hope that Germany 
would be forced to surrender by November; and 
accompanying this optimism, which blossomed with the 
fast Allied advance through France and, Belgium, there 
was a dreamlike consensus of uninformed opinion that 
it ought to be relatively easy to knock over the Japs 
within perhaps six months to a year after V-E Day. 
Nothing can be certain in war. It is still possible that 
massive Allied and Russian offensives will soon smash 
the present tough Nazi defenses and bring the end of 
organized resistance within a matter of a few weeks. 
And it is possible that the most hopeful guesses as to the 
duration of the Far East war might prove correct. 
However, the “odds” now appear to point the other 
way: toward longer war both in Europe and the Far 
East than public opinion—or the stock market—had 
been allowing for. As between unconditional surrender 
and the chaotic ruin of Germany, the Nazis show every 
evidence of preferring the latter; and it is prudent to 
reckon on the possibility that this ruthlessly tenacious 
policy, as demonstrated in the great French port cities 
and at Aachen, might prolong the fighting for months. 
The record of Japanese prisoners taken in our conquest 
of Pacific stepping stones shows a soberingly low per- 
centage. Even more stubbornly than the Germans, they 
choose death to surrender. Our naval victories are 
head-lined on the first pages of the newspapers—while 
an inconspicuous dispatch on an inside page, based on 
an OWI survey, states that the Government’s military 
and civilian experts are in agreement that it probably 
will take a minimum of one and one-half to two years 
(after German collapse) to effect the defeat of Japan and 
that it might possibly take several years. 
Though one need not take this as infallible prophecy, 
it certainly should be regarded as a contingency that it 
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would be very foolish to ignore—very foolish becaw 
any considerable prolongation of the war, especially th 
war with the Japanese, necessarily must have impli 
tions of the highest importance. 

Consider first some of the likely consequences 4 
longer war in Europe. They include the following: 

(1) The greater the physical destruction and soci 
chaos resulting in Germany, Poland, Hungary, Czechi 
Slovakia, Holland and Norway because of the calculate 
Nazi policy of rule or ruin, the more appallingly dif 
cult will be the problem of restoring economic and polit 
ical order in Europe. If the chances of doing so alow 
capitalist democratic lines have been slim, they will 
even slimmer. There is no silver lining in this cloud 
except as seen through Communist eyes. 

(2) Longer war in Europe will delay the physical pro 
esses of reconversion, though perhaps not in full propor 
tion. Under the necessity of making the most conserva 
tive allowances against the contingency of military di 
asters, the services will oppose resumed civilian produt 
tion. Since accumulated supplies are very large, cu! 
backs will continue but at a lower rate than had recent 
been anticipated. It is improbable that over-all war pm 
duction would be increased but its decline would i 
checked. The cut-backs after V-E Day would be largd 
and more precipitate than if the war ended soon, thereli 
aggravating to some extent the plant closings and th 
transitional unemployment. 

(3) In every respect excepting plant and equipment 
and possibly even to a small extent there—the surpl 
war goods would mount higher, making larger the pr 
portions of the ultimate problem of surplus disposal. 

(4) The longer the war, the higher will the Federd 
debt be and the greater the need for continuing high 
taxes. The more European victory hopes are delayet 
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probably the more slowly would Congress — whether 
Democratic or Republican—move in its exploration of 
tax revision. 

(5) The longer war production holds not far from 
peak levels, the greater the chance that organized labor 
may succeed—after the election—in breaking down wage 
stabilization and in-grafting onto industry a still higher 
cost structure. The higher unit labor costs go, the greater 
the risk after V-E Day of either (a) price inflation or (b) 
a profit squeeze with deflationary effects on employment. 

(6) The time allowed by longer war in Europe prob- 

ably would result in better “paper planning” for recon- 
ersion, and in considerable refinement in contract set- 
itlements. 
(7) Each month that resumed output of civilian dur- 
able goods is extended into the future, that much greater 
js the accumulated demand to be served at a later time. 
Points (6) and (7) may be construed as “favorable.” 
But, fundamentally, war is bearish and peace is bullish. 
ertainly more than anything else, the rise in the stock 
market since the spring of 1942 was a discounting of 
business and profit expectations not of war-time but of 
the coming peace-time. In terms of the market average, 
e thought of delayed peace does not seem bullish to 
me, although longer war would enable a number of en- 
terprises—for instance, the railroads, the aircraft makers 
and many “marginal” industrial companies—to bolster 
their financial positions that much more through war- 
time profits. 
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War With Japan 





It has been widely emphasized that continuing war 
with Japan, however deplorable the human and financial 
costs, will permit a smoother and far less deflationary 
transition to the eventual full “peace economy” than 
would be possible if we were fighting one war or if both 
the present wars ended either at the same time or within 
a few months of each other. The reasons for this are 
obvious. 

As discussed in previous articles in this publication, it 
will simply be a projection of the present dual war- 
peace economy, subject to the following differences: (1) 
There will be a minimum decline of 40 to 50 per cent 
from the peak level of war production within a relatively 
short time after defeat of Germany, according to the pres- 
ent view of official Washington; (2) the reconversion low 
point in industrial activity and employment is expected 
to be reached some six to nine months after the Euro- 
pean V-Day; (3) thereafter increasing output of civilian 
durable goods—with large reconstruction and “catching 
up” exports already under way—will bring a renewed 
uptrend in production and employment which, how- 
ever, are not expected to regain the war-time peak levels. 

Under this conjectural view, which has been rather 
common, the worst level of economic deflation incident 
to our transition to peace would be experienced before 
the defeat of Japan; the end of the Far East war would 
cause but a moderate and brief reversal of the upward 
economic trend; and we could expect “at least several 
years” of good post-war business activity. The reader is 
familiar with this bullish “projection.” We sketch it 
here, in brief and general outline, merely as a necessary 
preliminary to the citation of alternative—and less pleas- 
ant—possibilities that can not safely be ignored. 

Indeed, the “making good” of the conjectural eco- 
nomic pattern set forth in the two preceding paragraphs 
seems to require a fortuitous end of the Jap war not less 
than six months nor more than one year after the defeat 
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of Germany, with about nine months the ideal duration. 

If, as Government experts now believe likely, the Pa- 
cific war runs on for a minimum of one and one-half 
to two years after V-E Day, the investor will be wise to 
re-examine the “post-war boom” which the stock mar- 
ket has been scheduling —and to subtract something 
from his or her expectations. Should it last—the Lord 
forbid!—as much as two and a half or three years, one 
would have to be more than a little bit skeptical of the 
post-war boom potentials. 

Here again the logical deductions as to the relationship 
of the economic pattern to the duration of the Pacific 
war are quite simple—but it must be emphasized that the 
premise on which one starts (that is, assumptions as to 
the time factor) is highly conjectural. Indeed, it is! But 
by the same“token, and some people are forgetting this, 
the time-factor assumptions underlying the highly bullish 
theory of a protracted consumer goods boom after Jap 
defeat are equally conjectural. 

If war production is approximately halved within a 
short time after Germany throws in the sponge, obviously 
a very much increased proportion of our total indus- 
trial capacity can turn to the making of civilian durable 
goods for the domestic and foreign markets while the 
Jap war is still going on—and while corporate tax rates 
are still at or not very much below peak war levels. 

To forecast this shift in terms of dollar volume of 
civilian goods would involve much guesswork. Many 
of the war plants that will be released are not equipped 
to make civilian goods. Conversely, some portion of fa- 
cilities of the consumer durable goods industries and 
of capital goods industries will have to continue in war 
work until either the Jap war is over or the services are 
quite sure they have everything needed to finish the 
job. They are more likely to over-estimate, than under- 
estimate, such needs. 

Therefore, a cut of, say, $40 billions a year in war 
production would not by any means imply an increase of 
$40 billions in a year in civilian production. Were the 
latter possible, the accumulated needs for civilian goods, 
domestic and foreign, could be made up in a relatively 
short period of time—bearing in mind that $10 billion 
a year of exports would be a phenomenal figure unless 
we give away a major proportion, and that highest vol- 
ume of consumer durable goods in best past years was 
around $13 billions. 

For a considerable period, demand for civilian dura- 
bles will exceed supply; and (Please turn to page 105) 
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The Trend Toward Mergers a 











What It Means to Investors 


BY WARD GATES 


A GREAT war always brings a boom in production 
and trade, pronounced changes in the ways and means 
of doing business, a marked expansion in corporate finan- 
cial resources—a vast “stirring up” all around. These 
are conditions under which the imagination, the ingenu- 
ity and the aggressiveness of corporate managers are 
sharply spurred. These are conditions under which alert 
companies plan boldly for the future. 

Despite preoccupation with the war effort, corporate 
managements began months ago to give serious thought 
to the post-war outlook in application to their individual 
situations. Everywhere there is emphasis on preserving 
as much as possible of the war-time growth in sales vol- 
ume. In many instances there is pressure to find means 
of utilizing much expanded production capacities. There 
is aggressive planning by many companies to invade 
new fields, and equally aggressive planning by other 
companies to buttress their trade positions against the 
expected new competition. 

One significant reflection of this ferment is the most 
pronounced trend toward “mergers” that has been seen 
since the late 1920’s. Yet it is by no means fully analo- 
gous. The biggest companies are keenly aware both of the 
anti-trust laws and of the Administration’s tough atti- 
tude as to enforcement. With respect to the magnitude 
of the aggregations of capital involved, there will be no 
deal as spectacular as some of the combinations that 
were formed in the 1925-1930 period. Furthermore, 
strictly speaking, the movement is not one of “merging” 
comparable enterprises, but of large and medium-sized 
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companies “buying up” suitable small enterprise 

This statement also needs to be qualified. While quit 
a few large companies are expanding by acquisitions, th 
resultant changes in their capacities and competitive p0 
sitions are relatively modest in the great majority of in 
stances. The sharpest relative changes in status—and bj 
far the largest number of instances of acquisition—ar 
to be found among medium-size enterprises. This is no 
so much a matter of vulnerability to possible anti-truy 
actions—though that plays some part—as the fact tha 
the growth impulse of medium-size companies is as 
rule more aggressive than that of established large com 
panies. 

Some of the purchases have the object of strengtheninj 
a company’s position in lines of endeavor that it had 


—can 
reduce: 
























ready been following. In others the purpose is divers] Americ 
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as this article is written, comes news of a proposal by 
Continental Can to acquire the Owens-Illinois Can 
Company, which is a subsidiary of Owens-Illinois Glass. 
Doubtless several others will be added to the list before 
this article is in print. 

The chief purpose here—to which the rest of our space 
will be given—is to single out for individual comment 
the recent merger deals which seem to us to have the 
greatest potential significance to investors. 

One of the companies growing fastest through the 
policy of buying up suitable smaller enterprises is Amer- 
ican Home Porducts. But this is not a new departure. 
This company was put together in 1926 as a merger of 
several manufacturers of proprietary drug products. In 
every single year since then—with the exception of the 
three years 1932-1934—one or more additional units have 
been acquired. So far this year, two have been acquired: 
the Marietta Dyestuffs Company and the Prescott Paint 
Company. There have been thirty-four similar “merg- 
ers” since 1936, some of the more important units ac- 
quired having been: 3-in-1 Oil Company; Harold H. 
Clapp, Inc., maker of infant foods; the Black Flag Com- 
pany; Antrol Laboratories; and G. Washington Coffee 
Refining Co. 

Products now include a long list of proprietary me- 
dicinals, pharmaceuticals, vitamins, cosmetics, foods, 
paints, dyes, lubricating oil, waxes, polishes, etc. Most 
have well-known brand names. The “home products” 
field is enormous and of great diversity, and the limit of 
this company’s expansion in it—and its resultant in- 
creasing diversification—is not in sight. 

Has the policy paid? Well, sales were $13,644,000 in 
1929; $31,668,000 in 1939; and $84,667,000 last year. 
Pre-tax earnings (approximate) were $3,830,000 in 1929; 
$5,410,000 in 1939; and $13,200,000 last year. Growth 
of this kind is, of course, heavily penalized by the war- 
time excess profits tax, with the result that 1943 net 
profit of $4,889,000 was only moderately more than $4,- 
205,000 figure of pre-war 1939. On a straight 50 per 
cent tax the company would have earned over $6.50 a 
share last year, against $5.16 reported; and on a 4o per 
cent tax would have earned around $8 a share. The full 
benefits of growth in recent years—and of future growth 
~can not be realized for stockholders until taxes are 
reduced. 


A much different example is provided by American 
Type Founders. Unlike American Home Products, this 
corporation’s diversification moves grow directly out of 
influences created only since the war and mark a radical 
change in the prospective character of the business. As 
the name implies, the company served only the printing 
trade before the war. With production of presses and 
types restricted, its production of war goods has been 
both much larger and more varied than former output. 
Financial resources have been much improved. Its diver- 
sification plans apparently are based on buying selected 
plants among the number that it has been operating on 
a lease basis during the war. 

To this end it purchased Frederick Hart & Co., Inc., 
of Poughkeepsie, N. Y., whose peace-time operations are 
chiefly manufacture of fine tools and light office machin- 
ery; and the Philharmonic Radio Corp., makers of high 
quality radios. With the latter, it acquired an operat- 
ing force of electronic engineers and technicians to serve 
as a neucleus for electronic products for war and post- 
war. Some of the remaining leased plants may be pur- 
chased for additional future diversification, but specific 
plans have not yet been announced. 

It is not possible to appraise the potentiality here 
except in terms of speculative conjecture. Despite the 
diversification, peace volume no doubt will be very con- 
siderably less than the greatly inflated war volume. On 
the other hand, it will be larger than the pre-war average 
and perhaps sharply so . To this extent the company’s 
position seems improved. But, of course, only the future 
can answer the question of how profitable the new lines 
will be in peace-time. 

Continental Can has persistently followed a policy 
of buying up suitable enterprises to round out and 
strengthen its position in the container field. A nearby 
deal, completed save for formalities, is purchase of 
Owens-Illinois Can previously mentioned. A few weeks 
ago it acquired, for about $3,000,000 cash, the Mono 
Service Co., Newark, N. J., maker of paper cups and 
containers. Other recent acquisitions were MacDonald 
Manufacturing Co., Ltd., of Canada, for about $2,000,- 
ooo; the molded plastics division of Reynolds Spring Co., 
price not stated; the Cameron Can Machinery Co., of 
Chicago; a controlling interest in Bond Manufacturing 
Co., of Wilmington, Del., whose output of crown caps 








































= ° ° 
Companies That Have Recently Acquired Other Companies for 
J ° ” ° 
Diversification or Expansion 
(in millions of $) 
rm 1935——___—_—__,, 1939—___—___—_, co - — 1943—_____- _ 
Operating Net Operating Net Operating Net 
Sales Income Income Sales Income Income Sales Income Income 
American Chain & Cable........... 17.92 991 1.645 24.267 3.380 2.2529 75.843 17.709 3.565 
American Home Products.......... 16.391 430 1.727 31.668 6.263 4.205 84.667 14.941 4.889 
American Type Founders......-.--- 5.259 0.539%(a) def0.358 0.075 0.089 38.599 4.600 1.000 
Beatrice Creamety......+2.ssee0005 SrA? 1.907 0.853 63.641 3.289 1.956 106,50 6.321 1.744 
Bethlehem Steel........ ++. 197.246 26.471 4.291 414.141 58.619 24.638 1902.819 231.014 32.124 
Continental Can.... - 105.594 15.855 11,223 117.594 13.400 8.635 125.613 13.889 5.169 
Continental Motors. 4.631 def0.383 def1.024 7.256 0.285 def0.215 196.498 28.182 7.493 
Distillers-Seagram.... . 55.082 11.0 8.791 84.787 9.662 6.566 273.569%(b) 31.837(b) 10.039(b) 
Dresser Mfg. Co...... c) 0.2 0.125 6.912 1.153 0.765 62.499 10.949 1.851 | 
General Tire & Rubber. ... eee 15.502 def0.015 def0.115 24.048 3.277 2.137 51.987 7.377 1.740 
General Amer. Transp........----+- 27.34 3.513 2.208 27.820 4.334 3.214 83.958 4.373 4.003 | 
Interchemical Corp...........200005 14,339 1.695 1.080 23.432 2.546 1.581 31.794 3.217 1.188 
National Distillers. ............20 52.596 8.025 7.009 59.170 8.223 7.007 179.603 23.241 8.461 
Oliver Farm Equipment............. 12.288 0.185 def0.482 19.111 1.373 0.430 30.864 3.717 1.761 
eem LebG eb che caonenseuasaee 2.605 0.189 0.165 9.10 0.925 0.863 54.86 7.055 1.310 
Safeway Stores..........sseeeeeees 294.697 4.389 3.409 385.882 8.787 5.618 588.83 9.71 5.036 | 
BIGGS], INGrccsescceseoce 4.011 2.701 2.331 2.860 2.170 1.751 27.827 def2.202 def2.376 
Standard Cap & Seal 2.004 0.833 0.617 2.314 912 0.639 3.83 0.763 0.288 
Sylvania Electric. . 913 1.203(a) 0.776 11,022 1.475(a) 0.856 60.47 7.885 1.567 
e 392 .146 904.151 59.952 41.119 1976.844 186.768 63.448 
“ i 0.198 def0.095 20.174 1.570 0.816 152.631 27.022 2.942 
a—Total Income-Figure for Operating Income not available. b—Subject to renegotiation. c—Not Reported; Sales 1936 $3.915 millions. | 
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and cork products puts Continental Can in second larg- 
est position in crowns and enables it to manufacture all 
its cork requirements. Other purchases were the small 
Keystone Drum Co. and Charles Blueman Sign Co. Ex- 
pansion policy also includes new plant construction at 
home and abroad. 

Has the policy paid? From the point of view of stock- 
holders, the answer is: not yet. It has contributed to 
sales expansion, of course. But if it has aided profits, it 
appears on the record that such aid must have been nega- 
tive: that is, in keeping profits from not being as low as 
they might otherwise have been. In 1935 the company 
had sales of $105.6 million, operating income of about 
$15.8 million, and net income of $11.2 million. By 1939 
sales were $117.6 million, operating income was $13.4 
million or over $2.4 million less than in 1935, and net 
income was about $8.6 million or nearly $2.3 million less 
than in 1935. Peak war-period sales were $136.6 million 
in 1941, Operating income was almost exactly the same as 
in 1935 despite net increment of about $31 million in 
volume, and net profit was just under $7.5 million. Last 
year sales were down to $125.6 million, operating income 
was cut to $13.9 million and net income, at war taxes, 
was only $5.2 million. Chief reason for shrinkage of 
pre-1936 profit margins appears to be a less favorable 
price basis for tin cans. 

In 1935 the capitalization was only $53.3 million (par 
value) common stock. On the latest balance sheet it was 
$92 million, made up of $35 million bonded debt and 
approximately $57 million common stock. Net profit for 
the pre-war years 1936-1939 averaged less than for the 
years 1933-1935 and also less than for the years 1929- 
1930. Excepting in plastics, the policy is expansion 
rather than diversification. Evidently tin and paper con- 
tainers and closures will remain the mainstay, with vol- 
ume and profit potentials in plastics necessarily con- 
jectural. 

In the merchandising field there are several interesting 
examples of acquisitions and/or expansion-diversifica- 
tion. A particularly significant one is Spiegel, Inc. This 
was formerly a mail order concern specializing in sale 
of household furnishings and clothing on the installment 
basis. The business was hard hit during the war by 
combination of shortages of hard goods and Federal 
restrictions on credit sales. Out of this adversity the 
policy was revamped. Spiegel in future will be in some 





One use of Velon, a colorful plastic fabric made by Firestone 
Tire and Rubber Co. The post-war uses of this new de- 
velopment will be extensive and varied 
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measure a smaller counterpart of Sears and Montgomery 
Ward. It will do both mail order and retail store busi. 
ness. Its initial moves in this direction were purchase 
of the Sally Chain Stores, retailing women’s ready-to 
wear in fourteen states; and the Federal Outfitting Co, 
with 20 stores on the West Coast. The company also has 
a program for opening stores under the Spiegel name, 
How soon this policy will restore and incease pre-wa 
earning power is, naturally, conjectural. The longer. 
term speculative possibilities appear promising. 

Butler Brothers is the largest wholesaler of general 
merchandise and through a subsidiary controls 117 lim 
ited price variety stores and 23 junior department 
stores whose purchases are exclusively from Butler, 
Its recent policy contemplates extending the “con 
trolled outlet” plan to dealer-owned hardware storey, 
associated with Butler on a voluntary basis but buying 
inventory exclusively from Butler. ‘This type of sem: 
chain organization, with centralized supply system, seems 
likely to grow substantially. Another prominent expo 
nent of it is Western Auto Supply. 


Wide Diversification 


American Chain & Cable is an example of a company 
which is rapidly making its name much less indicative 
of the types and variety of business handled. This year 
to date it has acquired the Wilson Mechanical Instru- 
ment Co., makers of testing machinery; the Pennsylvania 
Lawn Mower Works, whose trademark has long been the 
best known among lawn mowers; and the Maryland Bolt 
& Nut Co. There were many other acquisitions in 
earlier years. 

Products now include chains, cable and wire rope, ma 
chinery, steel and malleable castings, brakes and brake 
controls, valves and fittings, cranes, hoists, springs, auto 
service station equipment, lawn mowers, bolts and nuts 
Sales figures were not released prior to 1933, so it is im- 
possible to say what part of increase of about 150 per 
cent from 1933 to pre-war year 1939 was due to diversi 
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fication policy as contrasted with cyclical expansion. Con 
sidering that all products are subject to sharp cyclical 
variations in demand, the long-term trend of operating 
profit has made a commendably good showing. The po 
tentialities certainly appear enhanced by increasing diver 
sification and, among stocks with a cyclical factor, appea 
to be above average. 

Beatrice Creamery has followed a persistent policy d 
expansion through acquisitions, the tempo of which ap 
pears to be accelerating. During the past year it ha 
bought a number of fluid milk and cream plants in Cali 
fornia, Indiana, Kansas, Tennessee and Alabama. Tht 
program is to continue expanding its normal dairy prod 
ucts business into areas not previously served, and i 
has been stated that plans for diversification include 
things other than dairy products. However, it is be 
lieved—though not officially stated—that the addition) 
will not be outside the food field. It already has a smal 
stake in packing meats and vegetables. 

With only moderate increase in stock capitalization 
sales increased from about $46.2 million in 1933 to $594 
million by 1939 and to $106.5, million for the latest fiscal 
year; while operating income for these three years wa 
successively, $2.3 million, $2.8 million and $6.3 millio 
War-time taxes have held net income per share to level 
only modestly above best pre-war figure. The expansi0t 
policy appears soundly conceived and should rewat 
shareholders more generously in future years when taxé 
will have been reduced. (Please turn to page 10! 
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50 pel _ job-producing possibilities of expanded foreign 
liversif # trade and the increasing frequency with which the 
|. Conf problems pertaining to it are being ventilated in busi- 
yclicafness and official quarters suggest that this aspect of our 
-rating§ post-war world is attracting attention second only to the 
he pof problem of insuring lasting peace. 

diverf Interest in the subject is general and not confined to 
appeaBabstractions or technical approaches, for there is wide- 
-— spread recognition that the success of our post-war econ- 
LICY 0 












omy will depend on whether it can provide jobs at 
teasonable compensation for all those who desire and 
are able to work. It is equally evident that we can 
only achieve this goal with sound and greatly expanded 
international commerce. Only frustration comparable 
to that of the last post-war period would be reaped by 
failure to realize that since our domestic economy is only 
asegment of a broader world economy, its ability to 
produce full employment depends upon its coordina- 
tion with the world economy, the point of contact being 
foreign trade. To have a healthy economy with full 
tmployment, it is essential that our foreign commerce 
be kept at a maximum, that goods and services flow 
teely and in volume in both directions. 
_ It is understandable, then, that expanded foreign trade 
importantly relied upon to furnish at least a partial 
Solution of our post-war employment problem. Between 
€ two, there is a direct relationship. Exports do create 
tmployment from the time a hoe is struck in the ground, 
or a ton of iron ore is taken from the earth until loaded 
aboard ship and delivered abroad in the form of 
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By Burton Holmes from Ewing Galloway 


Realities of Dollar Volume 
Potentials in Post-War Exports 


BY JOHN DANA 


processed foods or manufactured articles. The same ap- 
plies to imports; from 20% to 25% of all factory raw 
materials normally used is imported and enters into 
production of finished manufacturers and foodstuffs. 

We know that the high degree of employment now 
existing is attributable not only to the millions of men 
and women withdrawn from workers’ ranks by the armed 
forces but also to the vast proportion of our produc- 
tion which now finds its way abroad. An abrupt and 
severe curtailment of such shipments would have a jolt- 
ing impact on our productive economy. Moreover, the 
world needs our goods and it is pretty well established 
by experience that domestic prosperity cannot be main- 
tained in an impoverished world. Nor can it be done 
without a consistently high volume of foreign trade, 
both exports and imports. 

These are ample reasons why post-war foreign trade 
is bulking so large in post-war planning. The problem 
is complex despite the fact that demand for our goods 
will be enormous. Demand alone does not make for- 
eign trade, at least not healthy foreign trade which so 
many—mistakenly—are disposed to regard exclusively in 
terms of exports. Foreign trade is not a one-way opera- 
tion and what is needed is a realistic and sound formula 
respecting imports before indulging in pipe dreams re- 
garding exports. 

A study of war-time exports spotlights their importance 
to our war-economy. Currently, our export trade is 
equal to about 10% of our greatly swollen output of 
goods, as compared with 6% in 1939 when output was 
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Relationships Between Foreign Trade 
and National Production and Income 











% % Total 
($ billions) Exports Exports Foreign 
Gross T to to Trade to 
Nat. Nat. Foreign Export Gross National Gross 
Years Product Income Exports Trade Balance Product Income Product 
1920 74.2 8.22 13.50 2.94 11.8% —-— 
1929 93.6 83.3 5.24 9.64 0.84 56% 6.3% ~10.3% 
1937 80.0 71.5 3.34 642 026 42% 4.7% 8.0% 
1939 88.6 70.8 3.17 5.48 086 36% 45% . 62% 
1940 97.0 77.8 4.02 664 1.40. 42% 52% 68% 
1943 185.0 148.0 12.714 16.07 9.34 7.0% 86% 9.0% 
1944(E) 196.0 158.0 14.40* 18.23 10.57 7.3% 9.1% 92% 
1947(P) 170.0 140.0 10.00 17.00 3.00 60% 17.0% 10.0% 
1947(P) 170.0 140.0 7.00 12.00 2.00 41% 50% 1.0% 
# Whereof $10.1 billion lend-lease. E—Estimated. 
* Whereof $11.7 billion lend-lease. P—Projected 

















barely half as big. Last year, shipments abroad (not 
including those to our armed forces) totalled $12.71 
billion whereof $10.1 billion consisted of lend-lease. 
This year our total exports are estimated to reach $14.40 
billion, including $11.7 billion of lend-lease or 80% 
of the aggregate. Imports, though high, are running at 
less than one-third of exports. But excluding lend-lease, 
we now have a consistent and fairly large import surplus 
on commerical account for the first time in decades. 
This surplus, running at about $100 monthly, is largely 
if not wholly due to war-time conditions and cannot be 
taken as pointing to a permanently significant trend 
towards an excess of imports over exports. Once war- 
time factors governing the present import pattern be- 
come inoperative, the situation will be quickly and radi- 
cally reversed. 

The question uppermost in the minds of those con- 
cerned with post-war foreign trade is how to replace 
war-time lend-lease with regular exports to maintain a 
high level of international commerce. 

Abrupt stoppage or sharp reduction of lend-lease, 
coinciding as it will with reconversion (in itself fraught 
with economic upsets) would mean a severe shock to our 
economy. This is acknowledged as a compelling reason 
to use lend-lease as a springboard to expand our sales 
abroad and keep industry at work. It would be a tem- 
porary solution, of course, but one that we must prob- 
ably resort to if we wish to smooth world reconversion 
to peace and at the same time assist our own economy. 
This projected new role for lend-lease will be dealt with 
later in this article. 

The enormity of the immediate post-war demand for 
our goods is rapidly beginning to-unfold. Already, we 
hear, twenty foreign Governments have opened central 
purchasing agencies in this country and are maneuver- 
ing for delivery priorities on all kinds of supplies vital 
for rehabilitation. Vast shortages are universal and 
there is still considerable buying power abroad, estimated 
at some $16 billion in gold and available foreign ex- 
change. The occupied countries have about $4 billion 
in assets here. Latin America offers a potential imme- 
diate $4 billion outlet for a great variety of industrial 
equipment and consumer goods. Measured by the need 
for vastly higher normal foreign trade, $16 billion of 
course would not go very far very long. It is little more 
than this year’s cash exports and lend-lease shipments 
combined. Our imports in the immediate post-war years 
will greatly swell the total amount of funds which the 
world will have available to spend here, but hardly 
enough. We shall certainly be in a seller’s market but 
that will be a passing phase. 

It all comes down to the old question: How can the 
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world pay for our goods? In the long run, unless we 


‘ perity 
give our stuff away, a large volume of exports must be 


tend tc 



















balanced by a correspondingly large volume of imports Bports, ; 
in the form of goods and services, or gold. Unless we directly 
can do that, we shall reap little lasting benefit if we fio low 
let the pressure of demand keep our export volume at [only it 
levels which cannot be maintained. After all, the basic higher 






principle of foreign trade is trade. While we can give 
away—if we so decide—to the limit of our productive 
capacity, we can sell with reasonable prospect of pay- 
ment no more than we buy, plus what we pay abroad for 
services. ‘hat, in fact, is what limits our overseas 
markets. 

It goes without saying that the world will need our 
assistance in getting trade going after the war. War 
stricken countries will need goods far in excess of their 
immediate ability to pay. For some time they will need 
aid in rehabilitating their industries but eventually they 
will also need opportunities to sell in our market. The 
first implies loans, the second can only be provided by 
appropriate trade policies. 

Present official planning is understood to be directed 
at methods of trying to maintain a post-war export level 
close to that of this year’s -lend-lease swollen figure of 
some $14 billion. It could be done only by granting 
immense foreign loans and credits, far larger than those 
after the first World War. But there is great skepticism 
over our ability to find markets for anything like $14 
billion annual exports in the longer run. Perhaps for 
a year or two, it could be managed by a policy of un- 
restrained lending; thereafter a terrific deflation would 
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What Size Future Exports? reat p 

; ; 0 come 
During the Bretton Woods conference, the American fyar-crea 
delegation expressed confidence that the level of Ameri- ands o! 






can exports after the war could be raised to average about 
$io billion annually by improving trade conditions, 
stabilizing currencies and assuring foreign purchasers 
adequate dollar exchange to pay for American goods. 
This in fact was one of the goals at which Bretton Woods 
was aiming. Other official estimates are that on basis of 
generous lending, we might be able to sell abroad some 
$7 billion worth of our goods for a few years at least. 
Taking into account price changes, this would very 
roughly equal the maximum ever exported by us in 
peacetime, which was $5.24 billion in 1929. This ex- 
cludes the abnormally high 1920 exports of $8.22 bil: 
lion, largely the outgrowth of scarcities built up during 
the first World War; they dropped by almost one-hali 
in the subsequent year. 

Quite clearly, and understandably, post-war planners 
are on uncertain ground when it comes to gauging fu- 
ture export potentials, for there are imponderables of 
enormous magnitude. Obvious, too, is the fact that the 
record export volume projected—whatever the final fig 
ure—could only be maintained by means of consistently 
high imports; loans could be no more than a stop-gap. 

Here we come to the crux of the matter—imports. To 
assure a continuing large flow of international trade, it 
will be necessary that all countries improve their stand- 
ard of living, thereby bolstering purchasing power. With 
our advanced and powerful industry, we can do much 
in the struggle for higher standards elsewhere but such 
assistance should be made through orderly, sound busi- 
ness methods. Probably the most immediate contribut 
tion which we can make to world reconstruction is to 
make ourselves prosperous, and keep ourselves so. Pros 
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perity at home, more than any other single factor, would 
tend to bring our imports near to the level of our ex- 
ports, a most desirable development bound to redound 
directly to our benefit. It would require positive efforts 
to lower trade barriers and otherwise facilitate trade; 
only in this manner can we work for permanently 
higher exports in the interest of our economy. No one 
today holds that world trade can be rebuilt simply by 
estoring the pre-war flow of goods. War has so com- 
pletely changed the economic fiber of many countries 
that it will be necessary to develop new trade relation- 
ships, a factor which anything but simplifies the over-all 
poblem. 


The Problem of Imports 


The question of imports is aggravated by the very 
preat shifts which war has occasioned in the economic 
pattern the world over. The grim fact is that many of 
the leading import items of yesteryear have disappeared 
as a national necessity, and imports for which we may 
ever again have much need include items of large pre- 
ar bulk or value. Most prominent are crude rubber, 
ost important pre-war import commodity which in 1939 
onstituted over 7% of the dollar value of our foreign 
purchases, and silk which represented 5% of our 1939 
imports. There are quite a number of lesser commodi- 
ies, in the aggregate bulking importantly, which fall 
nto the same category. These include such items as 
egetable oils, certain fibers, wool, bristles, drugs, seeds, 
ppices, etc., to mention just a few. 

Whether we shall retain our war-found independence 
fom such imports thus promises to become one of the 
preat political and economic tugs-of-wars of the years 
ocome. Pulling one way will be the war-expanded or 
var-created industries, now employing hundreds of thou- 
sands of workers; farmers who found a bonanza in the 
lisappearance and substitution of commodities once im- 
ported; the advocates of national economic security, hold- 
ng that even an uneconomical industry is useful, if not 
ecessary, if foreign supply sources are cut off. 

Pulling the other way will the powerful argument that 
a peaceful world is a world in which 


any marked degree, she will realize far less from the 
triangular trade which in pre-war years did so much to 
support her balance of international payments. More 
than ever, to settle accounts with us, she will depend 
on direct shipments to the U. S. A., and vastly greater 
or more diversified shipments could only enter over a 
lower tariff wall. 

By a quirk of circumstance, the imports which we will 
continue to require most come largely from the Western 
Hemisphere. These include such volume import com- 
modities as paper and pulpwood from Canada, coffee 
from Brazil and other Latin-American countries, sugar 
from the Caribbean area. Additionally, during the war, 
we have stimulated Western Hemisphere production of 
numerous tropical products and some American com- 
panies have made substantial investments in such pro- 
duction. 

A long list of other products, both raw materials and 
processed goods, may be affected by our war-induced 
self-sufficiency. Certain chemicals, synthetics, wines are 
a few of them. The sum of it is that while we cannot 
expand foreign markets for our goods on a sound and 
permanent basis unless we ourselves buy more abroad, 
war-induced trade limiting factors will make this rather 
difficult. There is no easy way out of the dilemma. 
Apart from removal of every possible trade impediment 
including restrictive tariffs, the situation in the long 
run calls for a progressive shift in the international di- 
vision of labor, at best a painful process for all coun- 
tries concerned. 

It would mean that we, and other countries, would 
rely primarily on imports for such products which, can 
be made or produced cheaper and better abroad, and 
concentrate on exports of such goods and materials which 
we, and they, are in best position to produce. It would 
mean abandonment of economic nationalism and the 
tenets of economic self-sufficiency which have been car- 
ried to such tragic extremes, especially in Europe, in 
pre-war years. 

The solution, in short, would be efficient geographic 
division of labor, a world-wide economic unity and co- 
hesion in which a nation’s role (Please turn to page 103) 





nternational trade moves freely and in 
beat volume; that we cannot hope to 
ell abroad unless we also buy. That is 
pnly too true. 

The great Pacific area appears most 
hreatened by these trade-limiting fac- 
ors. Malayan tin producers worry about 
heir competitive standing _ vis-a-vis 
Bolivian tin; the rubber planters over 
bur synthetic rubber policy and how it 
ill affect post-war business with the 
.§. A. The Chinese and Japanese silk 
ade will find nylon and other synthetic 
bers after the war an even greater 
threat than before. Asiatic producers 
ind traders in various vegetable oils, fats 
and oilseeds are uncertain as to compe- 
itive inroads of our war-time substi- 
utes. 

Directly or indirectly, this complicates 
britain’s problem especially, already be- 
tt with severe headaches. She will need 
ast new markets to replace the income 
hich she formerly derived from her 
arge Overseas investments. If the afore- 
aid trade restricting factors operate to 
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By E. K. T. 


ON THE ELECTION 
Washington Sees: 


Mixed reaction even in the ranks of Dewey supporters to 
his attack on the President’s foreign policy, particularly the 
repercussions internationally of his criticism of the Italian 
and Polish situations, when the truth is that Secretary Hull 
is in complete agreement with the President on these 
matters. 

Belief is that the Republican candidate has not been gain- 
ing in popularity since October when his political fortunes 
were thought to have been at their best. [here is no blink- 
ing the very general impression that ever since Dewey cast 
the first "brick," his campaign has progressively deterio- 
rated and by now reached a low point of mediocrity. 

There is great doubt, among his adherents, as to the 
wisdom of his persistence in attacks based on incomplete 
or inaccurate statements, and even strong Republicans are 
finding the handling of Dewey's campaign repugnant to 
them, especially the frequent aspersions on the President's 
honesty which they regard a major blunder. The fear is that 
it will boomerang, playing right into the hands of the 
Democrats. 

Many Republicans, it is now obvious, would have pre- 
ferred the Dewey campaign to be handled on a higher, 
more dignified plane, more in keeping with the seriousness 
of the times, with less demagoguery, fewer personal attacks 
on the President, less mud-slinging and a more objective 
and realistic attitude towards the towering issues involved, 
both domestic and international. This, it is thought, would 
have been a surer method of garnering the millions of inde- 
pendent (and thinking) voters needed to carry the election. 

As it is, there is great disappointment over the tenor of 
the Dewey speeches, his regrettable method of campaign- 
ing. There is much head-shaking, much wincing at irrepara- 
ble ee blunders, much comment on Dewey's ob- 
vious slipping in public favor. Privately, the Republicans are 
not optimistic, and what Dewey has done has seemed in 
some ways to alienate the respect and confidence of his 
own adherents. 


DEMOCRATS believe Gov. Dewey’s speeches will be his 
undoing. They instance his talk on demobilization and 
his selection of Adolph Berle for a communistic label. 
In the first he named as his source General Hershey, 
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who promptly made public admission he had neithe 
jurisdiction nor official information on the subject. The 
latter was a case of picking a sentence out of text—no 
political novelty, but in this instance it invited attention 
to a speech which in itself refuted Dewey. 


3 Ae | 
CONGRESS will be urged to pass legislation to close the 
loophole spotlighted when James Petrillo told the Presi- 
dent his musicians’ union wasn’t covered by the War 
Disputes Labor Act and wouldn't release its death hold 
on the recording industry. The Department of Justice 
cannot find covering law. But conservative congressmen 
fear that opening up of the anti-trust statute for amend. 
ments will weaken, not strengthen, the entire body of 
statute in the ensuing wrangle. 


COMMON as it is erroneous is the thought running 
through most post-war plans that manufacturing must 
provide the major part of jobs in peacetime. It didn’t 
before—accounted actually tor only 23 per cent of the 
forty-five million persons gainfully employed in 1940. 
Agriculture and the merchandising trades gave employ: 
ment to almost twice as many as the mills and factories, 
must be counted upon to do so again. 


IMPORTANT, says the War Relief Control Board, be- 
cause they directly affect international balances of pay: 
ments, are the contributions made by individuals, as 
distinguished from government, to Allies and invaded 
countries—totaling in amount $175,000,000. Great Brit- 
ain received about 25, per cent of the total; Russia, China 
and Greece, in that order were runners up. This doesn't 
include Red Cross. W R C B translates the gifts into 
valuable post-war trade and good will. 


PUBLIC WAREHOUSING is about to enter its most crit: 
ical period and the industry will raise a huge fund to be 
spent in a campaign to convince Washington that aid 
must be forthcoming. Before the war, 80 per cent occu- 
pancy of available space was considered good. During 
the war new warehouses of tremendous capacity have 
sprung up. If placed on the market as surplus and 
diverted to private operation, these buildings will go 
into competition for custom which, at best, wasn’t suff 
cient. That’s the basis for the worry. 
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With the Presidential campaign roaring down the home 
stretch, Washington opinion is that several speeches by F D R crowd- 
ed into the final days may determine results. That Gov. Dewey passed 
his high point in early October is believed by many. 


The Roosevelt technique has been to save his heavy guns 
for the windup. The much-debated "no foreign war" promise at Boston, 
Mass., which settled the 1940 election, came within that category. 
Four years earlier, the Republicans gave him his campaign-end topic 
with pay-envelope stuffers warning against pitfalls of social 
Regardless of outcome, the closing weeks of the present 
Congress will be hectic ones. If Dewey wins, the Republicans will 
block all attempts to legislate until the new administration takes over; if Roosevelt 
wins several bills will be rushed through by the victors, and care in draftsmanship may 
not _seem important. 


Pending are measures for river and harbor improvements, highway construction 
-- “pork barrel" legislation which could launch the Fourth Term in an era of good 
feeling in the precincts. If Dewey wins, his party will want to write its own 
ticket on government grants to cities and states. 


Possible "must" before the year’s end is amendment of the surplus property 


disposal law. Its administration hasn't even. begun but already the need for revi- 
sion is apparent. President Roosevelt found it inadequate and businessmen agree. 
























































How to determine who is a qualified buyer within the provisions of the act 
is next to impossible. One section gives priority to veterans, another to little 
businessmen, another to local interests at the point of sale, another to states and 








subdivisions. ‘Obviously all cannot purchase the same item, and the priorities are 
not rated, all are equal. 


Contract termination is working well enough to prove the basic soundness of 
the legislation. The reconversion law, and the GI Bill of Right should work, leaving 
property disposal the only weak point in the admittedly rushed program just getting 
under way. 


Air General H. H. Arnold's statement that the Nazis have more airplanes 
today than at any other time during the war, but the craft is immobilized by 
scarcity of gasoline, didn't reveal the one current concern felt by air chiefs of 
the Allied Forces. 


Germany has made production of jet propulsion planes No. 1 item of armament 
output. A fateful race is on with Allied objective being overthrow of the Nazis before 
the new type craft appears in large numbers. Whether the race is won will determine 
how much pounding from the air Britain must take. 



































One of the strangest requests ever to be made of Congress will be presented 
in January when the Alien Property Custodian will ask for a ruling on whether his 
agency legally exists. 


After about three years of operation A PC doesn't know whether it comes 
under the Russell Amendment which requires agencies created by executive order to 
come to Congress for operating funds after their first year of support under the 
President's "blank check fund." 


The Alien Property Custodian's office is financed by a levy against the 
assets it controls. That creates a problem for which no precedent is found. 
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Dumbarton Oaks received a grudging nod of acceptance from Capitol Hill. 
| The peace > plan came to rest here after a tour of the major capitals of the world but still 
has to survive the final leg of the journey, one the League of Nations. could not -- the 
historic last mile between the White House and the Capitol. 











———— 


Already "recervations" are being talked of and "entangling alliances" are being 
‘warned against. And the Constitutional provision that "Congress shall have the power 
to declare war" is being held up as a barrier to the use-of-force program. 








The Senate will give lip service to a new League of Nations by voting for 
entry into the world council. But it will debate almost interminably -- probably 
do to death -- the section dealing with the power of the American delegate to 
commit this nation to force. 











——————————————— 





Quarter of a century ago, Senator Henry Cabot Lodge led the dissenters 
through two sessions of Congress. This time it will be Senator Joseph Ball of 
Minnesota. 
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Reaching for omens of a defeatist attitude on the part of the Administra- 
tion, GOP Chairman Herbert Brownell has come up witha gem. Adolph Berle, Under 
Secretary of State, recently renewed the lease on his residence here -- but he penned 
| into the formal document a 30-day cancellation clause. 








Federal workers, operating through their C I O union, are raising money 
to finance a Supreme Court challengge of the Hatch Act. With 2,900,000 on the rolls, 
the war chest has potentialities. Politicos who "wasted" good workers by getting them 
government jobs are behind it all. They have suddenly discovered the importance of 
free speech. 














The law forbidding political activity on the part of those paid by the 
taxpayers has proved a deterrent -- or it hasn't been enforced. In five years, only 
44 persons have been fired for violation. And the cost of tracking down the offenders has 
been figured at $1,000 per case. 











War Production Board is ready to go all-out on home construction with a two- 
fold purpose -- to provide employment for the building trades and a market for materials 
soon to go into production, and to correct a shortage of living accommodations rapidly 
growing serious. ; 





But WP B won't set aside its limitation orders and create new priorities 
unless building labor gives assurance of cooperation. And that assurance must 
come through the Department of Justice. Curbs on labor saving methods have been 
most flagrant in the building trades but the Department lost a court action to 
restrain them. 




















Military and war plant construction is virtually over. If the building 
trades want to -reconvert” they’11 fe it on the Government's terms or by a very slow 
process. 


President Roosevelt assures that the interests of the United States are 
not adversely affected by the latest Moscow conference attended only by Churchill 
and Stalin, but the fact that oil sources were talked over raises some skepticism 
here. 

















The Soviet already had an economic mission in Iran when Churchill arrived. 
The British Prime Minister presumably made the trip to protect England's interest -- 
its "zone of influence" in former Persia. 





The Russo-British Convention of 1907 partitioned Persia into commercial 
areas, but growth of nationalistic feeling has limited their effectiveness. 








Non, with oil supply supposedly being examined on a worldwide rather than 
local scale, Russia appears to be beating the gun by making individual overture to 


Iran, with Great Britain not far behind. 
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"AGRICULTURE —the Great Dilemma | 


Its Economic, Social and Political Significance 


BY BE. . 





[X7 HEN we hear estimates in responsible quarters that 

agricultural price-support expenditures, as a result 
pf the latest congressivual pledges to farmers, could run 
ns high as $2 billion next year, we become painfully 
aware that the war will have done little to solve our 
gricultural problem. Even in these days, $2 billion is 
a respectable sum, about one-third of the expected 
bost-war interest burden arising from our greatly swollen 


The figure, of course, can be no more than an estimate, 
nd a very rough one at that, with the exact cost de- 
bending on general economic conditions and other fac- 
ors. Similar costs in pre-war years were between $700 
nd $800 million annually. With the price support pro- 
vam now greatly extended, future outlays are bound to 
xceed these amounts materially. It shows what we are 
p against, even today, before the war is over. 

The war bailed out our surplus of wheat, corn and 
bart of our cotton surplus; and through lend-lease a 
onsiderable portion of our war-stimulated production 
Mf other farm products has gone abroad. Unfortunately, 
he post-war prospect is for much smaller exports of 
hese commodities and a sizable cutback in domestic 
lemand as well. Army-Navy purchases will diminish 
harply. Worker income almost certainly will decline 
ubstantially, pointing to reduced domestic consumption 
Mf food. All of this portends falling farm prices, calling 
he support mechanisms into action. Should unemploy- 
nent during reconversion be extensive, as some fear it 
ill be, domestic food demand would drop very sub- 
tantially, requiring extensive use of price supports. 
bove all, this would mean reappearance of agricultural 
urpluses, bought up by the Government and held in 
torage. In short, the prospect is that we may soon be 
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back where we were before the war, facing the necessity 
of once more devising ways and means of coping with 
a difficult situation, and all its implications in the po- 
litical, economic and fiscal sphere. 

This of course is nothing new. Agriculture has been 
a storm center of political and economic debate for over 
a century and our farmer has frequently been caught 
in the swirl of political and economic change. He has 
been affected by colonial policies abroad, by the opening 
of great areas in remote parts of the world, by the rise 
of industrial nations to positions of importance in com- 
mercial: affairs, by changes in tariff policies, by trade 
barriers, by the change of this country from a trade 
debtor to a trade creditor. Perhaps most severe of all, 
he had to contend with the impact of two world wars. 
The aftermath of the first has been all but disastrous; 
that of the second is still ahead but already we can 
perceive that it is likely to spell trouble. 

Thus, today it is again said that American agricul- 
ture is at the crossroads. It has been there many times 
and probably will be there again, for in the complexity 
and swift movement of modern events, alternative 
movements and programs appear with amazing fre- 
quency. A considerable amount of discussion on the 
subject is however of highly nebulous character, pro- 
pounding a theoretical condition where agriculture 
meshes smoothly with industry, and where a hypothetical] 
state of perfect balance in export trade keeps farmers 
and industrialists alike at work at top speed, each with 
adequate purchasing power for the goods of the other. 
But how do we get there? There is a fundamental agree- 
ment that something has to be done about agriculture. 
Few advocate complete laissez-faire as a solution for 
surplus production, excess producing capacity and van- 
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ishing export markets. Rather, sentiment veers towards 
restoration and maintenance of some measure of sta- 
bility of farm prosperity. After all, it is vital that we as- 


sure maintenance of purchasing power of the farmer at 
a level sufficient to preserve values and fertility of the 
land, and enable him to ‘buy the goods of others. The 
importance of the economic problem involved is evi- 
denced by the fact that over one-fifth of our population 
lives on farms and two-thirds of the raw materials of 
commerce and industry come from the farm. 

To state the broad need of agriculture is simple 
enough and there isn’t enough argument in it to make it 
worthwhile. The perplexing question is: What to be 
done? What action is required to assist the farmer in 
solving his problem? 

Before going into that question, it might be useful 
to look back and see what was done in the past. Even 
if we have failed so far to find the right answer, we can 
always profit from experience. 

The vicissitudes of agriculture have been emphasized 
in the public consciousness by the difficulties since the 
first World War. Between go and 4o million acres were 
plowed into cultivation during the war-time expansion 
under stimulus of a Government faced with commit- 
ments to feed the armies of our allies and its own service 
forces as well as thousands of war refugees. Farm pro- 
duction and prices soared. Then came deflation following 
1920 when rapidly declining prices for farm products 
led to severe disparity between agricultural incomes and 
the earnings of labor. To add to the difficulties, there 
was a rapid increase in the use of mechanical equip- 
ment on farms, such as combines, which augmented 
productivity of American agriculture while the European 
nations quickly recovered from the ravages of war and 
brought their agricultural lands again into full pro- 
duction. 

American agriculture was not in a position to operate 
on a half-time basis; nor could it close down. The typi- 
cal defense of the farmer was to raise larger and larger 




























Some of the Commodities Affected by 
‘Parity Prices”’ 


Price 
received 
by Highest ‘Parity 
farmers price Jan. price’ 
June to Sept. June 
1944 1942 1944 


$1.05 $1.50* 
80 1.09* 
1.927 


18.95c¢ 
6.10¢ 


Cro 
Wheat, ne : SOS ee 
Corn, per bushel........ 
Rice, per bushel........ 
Cotton, per pound..... 
Peanuts, per pound..... cepase 
field peas, per cwt......... 5.66# 
Dry beans, per cwt......... coe 4.98 
Soybeans, per bush........... : 1.75# 
et 


Flaxseed, per bush......... : 1 
saree 1.15 
: : 1.20 


Potatoes, per bush..:... 
Sweet potatoes, per b 


Livestock and Products 





14.10* 
33.0c 
2.69 
43.5c 


‘iSO seccecse $OMe BAle 845 


“indicates the higher of the two prices, ‘parity’ ot the highest during Jan- 
Sent A, 42, and pone the price which should be supported under the daome 
of the new Act. 

#indicates the higher of the two prices, but it has been determined under the 
Stabilization Act of Oct. 1942 to be excessive and can be reduced if it results 
in ‘gross inequities." 


ee ee eee eee eee 
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crops in an effort to maintain cash income. Thus, pn 
duction continued high, prices fell steadily lower, sy 
pluses soared and land values fell under the weight, 


debt incurred in the preceding period of prospering 


The plight was aggravated by many other factors sud 
as stimulation of one-crop cash farming during the wa 
period and the coming of the automobile with resulta 


disappearance since 1920 of some ten million hors 


decreasing by millions the former acreage required { 
feed grains and pasturage. Changing food habits al 
played an important part. 


Past Experiments 


As a result of the impact of these conditions, the ly 
two decades have witnessed continuous tinkering | 
Washington on agriculture’s behalf, and the end is n 
yet in sight. The movement for equality of agricult 
started in 1921 with the organization of a farm bloc; 
Congress, the passage of the emergency tariff, since 1 
peatedly raised, and the regulation of grain and liv 
stock markets. Also, successive financial and credit ait 
have been devised. 

A complete chronology of all that’s been done woul 
be far too lengthy. Suffice it to mention such landmar 
as the Capper-Volstead Act in 1922, authorizing « 
operative farm marketing; the McNary-Haugen pla 
with its equalization feature for surplus disposal; th 
export debenture plan first introduced in 1926; th 
domestic allotment plan to segregate domestic fro 
exportable consumption; the Agricultural Marketi 
Act of 1929 with its double program of nationwid 
agricultural cooperation and the handling of surplus 
through the Government’s Stabilization Corporatio 
under Farm Board direction. 


These various plans together with the fiasco of th 


Farm Board showed more and more clearly the necessi 
for accompanying orderly marketing with some pl 
for orderly production. Thus, the stage was set fe 
the Agricultural Adjustment Act of 1933 which pr 
posed to lift the farmer into prosperity by his bootstrap 
through a system of production control paid for 1 
processing taxes, and through orderly marketing attaine 
by marketing agreements beneficently supervised and 
necessary enforced by the Department of Agriculture. 

Thereupon, agriculture started on an _ extensive 
costly recovery, helped by unprecedented draughts an 


















further spurred by various paternalistic aids in tht 


form of loans and social weltare experiments. 
The Triple-A had much to commend it as an atta 
on the depression ‘but unfortunately, once launched 


e 0 
Government benevolence tended to perpetuate itself 


By necessity, the Government's program had to be mod 
fied from restriction under processing taxes to restrictio 
under a program of soil conservation, the underlyill 
motive being withdrawal of some 30 million acres 0 
more from productive use. While the problem of pr 
duction control was a major one, it led to another 148 
to sweeten the restriction plan, namely that of crop ii 
surance. Though intriguing and certainly worthy ¢ 
study, the latter, however, was hardly something th 
could be inaugurated hurriedly on a far-flung scale. 
Then came World War II and with it a sharp boost! 
demand for foodstuffs and feed. The recent history 1 
American agriculture is too fresh in our minds to requi 
much elaboration. Restriction, in most fields, was supé 
seded by all-out production as demand snowballed in 
enormous proportions, and for a time food shortag 
actually occurred despite rationing. However, in co 
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AS, plo ; 
er, syjprast with the last war period, there was one marked 


‘ight q@lifference. Agricultural record output this ume was 
speringachieved without resorting to large-scale cultivation of 
rs sudpew land. According to the Department of Agriculture, 
he wapaly 1,170,000 acres of submarginal land have been 
sultaplowed during the current war period, including Victory 
hors@pardens, compared with go to 40 million acres during 
red fqghe last war. The latter was the direct cause of the dis- 
its alqpstrous dust bowls the agricultural West suffered from 
ver since the Twenties. No new dust bowls have been 
reated this time. This at least is a boon to agriculture’s 
uture in so far as overextension of cultivated acreage 
jas been largely avoided. 

By now, farm production is definitely over the hump, 
apable of meeting any foreseeable demand. Forecasts of 
nn all-time record corn crop of 3,200 million bushels 
snd a new high mark for wheat of 1,100 million bushels 
vipe out all fears of a grain shortage, prevalent only 
» few months back. The large cotton crop estimate of 
1,950,000 bales must be viewed in the light of the 
xisting carry-over of some ten million bales additional. 
All this means not only continued adequate supply in 
he face of large military and lend-lease requirements 
but also that Congress has committed the Government 
0 a price support policy which automatically renders 
self increasingly difficult to execute. Hence, proposals 
or export subsidies to rid the domestic market of de- 
bressing surpluses in approaching peace. And such sub- 
idies, as we all know, invariably must be paid twice 
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Pe bver, once by the taxpayer and once by the consumer. 
onwidpull, there seems to be no other way out of the dilemma. 
rplus t requires no prophetical gift to predict that no cotton 
oratiogg! Wheat can go abroad for long at present prices, per- 

aps not even at half present prices. We find, then, that 
of tywhile the war has postponed the payment date of past 
ecessiq@lacies in dealing with our agricultural problem, the 
pl ill will again be presented when peace is here. 
set fo 
ch pr Farmer Well Protected 
Dtstrage ; aes 
for bg the farmer, wondering what will happen to his $1.50 
ttain@#heat and goc cotton, has been assured by recent price 
-and@larantees which are to remain in effect for two full 
ture. Ucndar year following the end of the global war. This 
isive @PVers at least the next three crop years. Growers of corn, 
nts an@pbacco, wheat, rice and peanuts are guaranteed a price 
in tepturn of go% of parity, those of cotton 9214% of 

arity. Producers of most other farm products, notably 
- attage So-called war-needed crops where production expan- 
anche has previously been urged, are guaranteed at least 
» itselfP% Of parity, perhaps more. There is no limit in these 
e modmtter cases, and at present some of these crops are sup- 
trictigperted at 130% of parity. Beyond that, a provision in 
lerlyinge* stabilization extension act directs that where certain 
cres @™modities sold at a higher price than present parity 
of pre any time during the first nine months of 1942, the 
er id@pghest price during that period is the one which the 
‘rop if overnment must maintain. Thus, the farmer, it seems, 
rthy @ Well taken care of. | 
ng th It raises a dilemma of tremendous scope. The crucial 
ale. #estion is: How large will price-supported crops be? 
boost iting serious draught, it is feared that high output 
story | ll continue under stimulus of war-time production 
requigomentum and attractive price supports. Unless forced, 
$ supd ¢ farmer won't hold back his planting so long as high 
ed ingces are assured. With big production and limited 


Nsumption in prospect, the situation will almost cer- 
lly get out of hand unless crop control is reinstituted. 
br basic crops, the old pre-war controls such as acreage 
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Cash Income From Farm Marketings and 
Government Payments, 1914-1944 


Millions of Dollars 


Cash Income 
from Farm 
Marketings 


6.050 
6.403 
7,750 
10,746 
13,461 
14,602 


Cash Farm 
Income and 
Government 

Payments 


6,050 
6,403 
7,750 
10,746 


Government 
Payments 


7,877 
8,340 
11,127 
15,374 
19,259 





1942p 

1943p 
p—Preliminary 
Source: Department of Agriculture 

















limitation, soil conservation and marketing quotas can 
be dusted off and imposed once more. For other guaran- 
teed crops, no limitation machinery is available. As it 
is, the farmer could plant a maximum acreage and be 
assured of go% of parity. Thus, Government curbs on 
crop production are a distinct possibility in 1945, a 
practical certainty in 1946 though not much is said 
about it now before the elections. There is real fear 
in official quarters that high guaranteed prices will re- 
sult in unmanageable surpluses unless production is 
controlled. We shall know what the Government intends 
to do about it when next year’s production program will 
be announced in December. 

Meanwhile officials are wondering, even worrying, 
whether the high price pledges can be fulfilled. These 
pledges hold good regardless of general economic con- 
ditions after the war and those concerned are estimating 
the cost not only in terms of Government expenditures 
but in size of the post-war food bill to the average 
consumer. They do not hide their concern over the pos- 
sibility of deep-seated social conflicts if workers income 
drops while food prices hold high. 

The chance to export surpluses holds little consolation. 
There is much talk about it but experts are not opti- 
mistic. They feel that after the war, we may probably 
sell sizeable tonnages of tobacco, lard and fruits but not 
much of our other surplus crops. They are virtually 
convinced that our foreign markets won’t be regained, 
even in diminished pre-war volume, for cotton and 
wheat except by dumping or through world commodity 
cartels. 

In this connection, it is interesting to note recent 
reports that Britain already has signed up the agricultural 
production of Canada and (Continued on page 104) 
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Market Status of 
American Tobacco 





Effects of Announced $100,000,000 


Bond Financing Program 


BY WARREN BEECHER 


Recent announcement of a _ $100,000,000 bond 
financing program by American Tobacco Company—the 
second such financing of the same proportions in recent 
years—resulted in a considerable reaction in the price of 
the stock, from which there has since been a partial re- 
covery that left the “B” issue some 8 points under the 
high of the year but about 10 points above the 1944 low. 
In view of the investment interest stirred up by this large 
financing, analysis of the company’s situation and out- 
look is in order. 

American Tobacco Company was formed as a merger 
in 1904 to take advantage of the economies of large 
scale production. While snuff had been manufactured 
for 172 years, cigars for nearly 100 years and cigarettes 
for some 30 years or more, mechanized production has 
not been centralized under close corporate control. The 
company was declared a monopoly by the U. S. Supreme 
Court in 1911 during the era of “trust-busting,” and 
was broken up into fourteen companies, of which the 
following are best known: American Tobacco Company, 
Liggett & Myers Tobacco Co., P. Lorillard Co., R. J. Rey- 
nolds Tobacco Co., American Snuff Co., George W. 
Helme Co., MacAndrews & Forbes Co., United Cigar 
Stores Co., British-American Tobacco Co., and Porto 
Rican-American Tobacco Co. 

American Tobacco (new) and three other companies 
split from the original “trust’”—Reynolds, Liggett, and 
Lorillard—have continued to dominate the cigarette field. 
Last year the 258 billion cigarettes produced were di- 
vided about as follows: American (Luckies), 27%; Rey- 
nolds (Camels), 23%; Liggett (Chesterfields), 17%; 
Philip Morris (Same), 11%; Lorillard (Old Golds), 5%; 
Other higher-priced brands, 12%; 10-cent brands, 5%. 

The consumption of cigarettes has grown by leaps 
and bounds, but the current shortage is blamed more on 
hoarding tendencies than on the ability of the industry 
to meet the demand. In 1920 production was 47 bil- 
lions, in 1930 124 billions, and in 1940 189 billions. In 
1943 tax paid withdrawals were 258 billions, and this 
year consumption will probably be at least 10% greater. 

The gains represent overseas shipments (currently 
perhaps one-fifth of output), population growth, con- 
version of women to smoking, increase in “chain smok- 
ing,” and substitution for cigars and chewing tobacco. 
Strangely the use of snuff has shown little per capita 
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Photo by James Sawders from Cushy 
Scene in a tobacco auction warehouse, with buyers, checker 
and farmers surrounding the auctioneer 





change since 1920, and smoking tobacco has also held inf 


own. But the per capita use of cigarettes has increase( 








145% since 1926, while cigars has fallen off 31%, ané 


about 8.60 pounds of tobacco were consumed per capita 

of which cigarettes accounted for 5.40, chewing ani 

smoking tobacco 1.92, cigars .96, and snuff .32. 
American Tobacco’s production of Luckies has no 


total cigarette production having dropped from 39% in 
1931 to the present 27%. In fact, all three of the leaden 
have been hurt by the growth in Philip Morris (from 
scratch to 11% in 1943), Raleigh, and the 10¢ and mis 
cellaneous brands. But Luckies now appear to be holt 
ing their own better than Camels and Chesterfield 
After a sharp drop in the percentage of total consumpf 











tion from 39% in 1931 to 21% in 1937, they have rep 
covered to nearly 27%, while in the same period Camelf 
have dropped from 29% to 23% and Chesterfields fro 
21% to 17%. American Tobacco has also been buildin; 
up the so-called “king size” Pall Malls since 1936, tf 
compete with Dunhills and others. 

Competition from the 10¢ brands has not proved # 
serious as feared, since their former rapid growth waf 
largely a depression phenomenon. Production jumpe 
from almost zero to 10% of the total in 1932, and neatl 
15% in 1939, but waned to less than 5% last year as it 
creased purchasing power favored the old-line brandf 
The principal “ten centers” are Avalon, Domino, Paif 
Jones, I'wenty Grand, White Rolls, Marvel and Wingy 

Cigarette demand is largely built up through adve 
tising and publicity and the principal producers hai 
expended vast sums in magazine, newspaper, radio all 
miscellaneous advertising. Despite Lorillard’s long ¢ 
perience, it required huge promotional advertising ovt 
a period of years to establish Old Golds. Philip Mortif 
however, had better luck due to its clever radio slog 
“Call for Philip Morris.” The heavy inventory inves 
ment required—around $100-$200 million—and the enoj 
mous advertising required to promote a new bral 
toward the position now occupied by the “Big Three 
affords a considerable safeguard against competitive | 
roads. 

American Tobacco’s dollar sales are divided about ! 
follows: cigarettes, 93%, tobaccos 4%, cigars and misce 
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laneous 3.0%. The company does not produce snuff. 
The major product is, of course, Lucky Strike cigarettes, 
other brands including Herbert Tareyton, Lord Salis- 
bury, Sweet Caporal, Omar, Melachrino and Johnnie 
Walker. The most important smoking tobacco brands 
in the list of American Tobacco’s products are Bull Dur- 
ham and Half & Half. 

Cigar brands include El] Roi-Tan, Cremo, Chancellor 
and George W. Childs, but manufacture of the three 
latter have been suspended temporarily due to war con- 
ditions. 

A cigarette costs less than 1c at retail, and in analyz- 
ing production costs it is easier to deal with a unit of 
1000 (50 packs). Of the total retail cost of $8.50 (at 
17¢c a pack) the federal tax takes $3.50, the New York 
State tax $1.00, and trade discounts and estimated re- 
tailer’s profit $1.49, leaving only $2.51 for the manu- 
facturer. Of this amount he spends about $1.50 for the 
tobacco, 22c for direct labor, 22c for advertising, 10c 
for sales expense, 14c for miscellaneous expense and 2c 
for depreciation—which leaves only gic (3.7% of the 
| retail price) for operating profits. From the latter must 
| be deducted his income taxes, interest and preferred divi- 

' dends before arriving at the balance for common stock- 
| holders. It is obvious, then, that the cigarette industry, 
# like the grocery chain stores, the packing industry and 
some others, enjoys a tremendous volume of sales, but 
- has an extremely narrow profit margin on the business 
‘} handled. 
| At present there is some danger that the cigarette in- 

| dustry may be “squeezed” between two Government 
| policies—helping the farmers get high prices for tobacco, 
| and holding down cigarette prices. ‘Tobacco is about the 
| only farm product in which crop restriction has con- 
tinued under war time conditions. Although a 5% in- 
crease in the production quota of leaf tobacco was per- 
mitted in 1943, and the burly crop increased 12%, total 
f production was off slightly. Due to increased demand 
4 both for domestic and overseas requirements inventories 
; were down about 13% at the beginning of this year. 
With a heavier 1944 crop expected, the situation may im- 
prove slightly. 

However, the “damage” resulting from continued crop 
restrictions has already been done. While the farmers 
are benefiting, the increased prices are a considerable 
burden to the cigarette companies. Flue-cured tobacco, 
which makes up 53% of the average cigarette, last year 
cost the tobacco companies about 42 cents a pound as 
compared with 25c in 1940 and goc in 1939. Burley 





INDEXES OF AMERICAN TOBACCO, 
TOBACCO STOCK GROUP AND 283 STOCKS 
130, 





| 





JAN. 1, 1944 = 100 





it 








100 } } } it } 4 4 
Loptiiitiriitisitier tired iil 


JAN. FEB, MAR APR MAY JUNE JULY AUG. SEPT. 








OCTOBER 28, 1944 








Background Statistics 


Net Income Net Earned 

Sales Taxesincome per Dividend Current 

(Mill.) (Mill.)(Mill.) Share Rati 
$4.32 
4.25 
4.49 
5.55 


Price 
Range (B) 
(Approx.) 


$3.25 
3.25 
4.50 


66-44 
51-35 
15-44 
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* Adjusted for 2-for-1 split in 1930. 
t Federal income and capital stock taxes. 
t Not reported. 




















tobacco (32% of the cigarette) has more than doubled 
in price as compared with the 1938-40 level. The cig- 
arette industry has always made it a policy to maintain 
about a three-year inventory so that the full burden of 
increased prices was probably not reflected in 1943 earn- 
ings statements. Obviously, the increase in this cost 
component—nearly 70% of the manufacturers’ operating 
cost—is a serious factor in its potential effects on share 
earnings. 

A rise in retail prices may be the eventual solution, 
though during the wartime period OPA ceilings will 
doubtless continue. Modification of the present acreage 
restrictions, or a reduction in present heavy federal and 
state excise taxes, would also solve the problem. Obvi- 
ously, the present trend might prove disastrous for the 
companies if continued indefinitely, but in 1944 in- 
creased sales and the buffer of Federal taxes on income 
will probably afford sufficient protection. 

American Tobacco has found it necessary to finance 
its larger inventories and volume of sales through an in- 
crease in the funded debt. In 1934 funded debt 
amounted to less than $1,000,000, but this increased to 
about $14,000,000 bonds and $90,000,000 bank loans 
in 1941. Present funded debt is about $97,000,000 bonds 
and $15,000,000 bank loans. The company is currently 
planning to issue $100,000,000 25-year 3% indentures 
which will absorb bank loans and provide additional 
funds which may be required to finance inventory pur- 
chases. 

The company contemplates, in the coming twelve 
months’ period, larger acquisitions of both burley and 
flue-cared tobaccos, as well as greater acquisitions under 
more favorable conditions of Turkish type tobaccos, than 
during the prior similar period. On completion of the 
proposed financing funded debt will be approximately 
$195,000,000, preferred stock $53,000,000, and common 
stock equity $178,000,000 (or $124,000,000 excluding 
trade marks, brands, good will, etc.). (This set-up may 
be affected by bookkeeping changes resulting from cur- 
rent financing.) 

The comon stock record of American Tobacco is in- 
dicated in the accompanying table (the range is given 
only for the class B stock which, being outstanding in 
nearly twice the amount of common, has a more active 
market). Earnings have been remarkably stable consid- 
ering the narrow profit margins enjoyed. Dividends were 
on the liberal side during the 1y30s, but the old $5 rate 
has been reduced to the present $3.25 rate (paid in 
1942-4), which was earned with a fair margin in 1942-3. 
75c is paid quarterly with an extra 25c in January. 

Since interim figures are not (Please turn to page 102) 
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Tue current wave of railroad bond refundings recalls 
to mind the more or less parallel course taken by both 
high grade rail and high grade utility bonds from 1929 
through 1933. Beginning thereafter both groups parted 
company, the rails suffering from the loss of former 
monopoly position in transportation and the utilities 
benefiting from the monetary ease arising from the poli- 
cies of the Roosevelt administration. These policies in 
turn made possible the large scale utility bond refund- 
ings in the middle go's. The historical parallel between 
the two groups is quite revelatory. 

Both groups suffered severely in the first depression 
phase, 1929-32. As measured by the Dow Jones averages 
(10 high grade bonds), public utility bonds declined 
from 98.60 in 1928 to 82.50 in 1932, whereas rails experi- 
enced a much sharper contraction, reacting from 98.06 
in 1928 to 71.37 in 1932. In the same period ten second 
grade rail bonds displayed a greater divergence in mar- 
ket action, this average reacting from 100.37 to 47.72. 

Subsequent to 1932, high grade rails recovered from 
their 1932 low of 71.37 and by 1934 reached 104. At 
no time in the next few years did this average break 
100, but in 1938 this level was violated, the averages 
reaching a resting place at 83.56 by mid-year. In the 
several years thereafter, the average ranged between 88. 
and 96. and it was only during the war effort, with the 
rails a distinct beneficiary thereof, that it continued to 
rise until 1929 levels were exceeded. Currently this aver- 
age stands at 109.84. , : 

The ten second grade rails regained a substantial 
amount of former losses in the period 1932 to 1937, re- 
covering from 47.72 to 95-69 in those years. In 1938 this 
average experienced a severe decline to 40.77 and in 1940 
penetrated this previous low level slightly, reacting to 
36.35. Since that time this average has enjoyed an irreg- 
ular recovery and now stands at 81.20. 

In marked contrast to the irregular price fluctuations 
of rail bonds, 10 high grade utilities recovered from 
82.50 in 1932 to 100.37 in 1934. In subsequent years 
this average did not break 100, and has maintained itself 
around the 110 level in recent years. 

During the period when the utilities were taking ad- 
vantage of the monetar- _...c engendered by the financial 
policies of the go’s, and refunding their high coupon 
issues, the rails were unable to imitate them and take 
advantage of the opportunity to effect marked savings in 
interest charges. The fragile reed of railroad credit, so 
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badly frayed by a combination of depression influences 
and the wave of bankruptcies of the mid-western agri 
cultural roads, was soon to be subject to winds of hurri. 
cane proportion. For immediately following the 1936: 
37 recovery in the railroad bond market, when railroad 
credit was on the eve of being restored, the business con- 
traction of 1938—the sharpest on record for so short a 
period of time—resulted in the severest contraction of 
railroad bond prices in American financial history. 

The severity of this down turn can be accounted for 
primarily by the changed psychology of institutional 
investors. Whereas in the past, institutions had been the 
backbone of railroad bond market, that is buyers on 
balance, they now (in 1938 and subsequent years) be 
came sellers on balance. This was particularly damaging 
to railroad credit since there were no major groups of 
buyers who could step in to absorb this institutional 
liquidation. The general public has never been bond 
minded. On the contrary the general public has been 
almost exclusively stock minded. This factor, together 
with thin markets arising from S.E.C. regulation of all 
security exchanges, helped bring about the sharp reaction 
in railroad bonds. 

This institutional liquidation was aided and abetted 
by the attitude of numerous governmental agencies 
which in turn influenced institutional thinking. In the 
first place, banking authorities, both state and Federal, 
forced the elimination from bank portfolios of all rails 
net bank-rated. Ostensibly such policies were rendered 
necessary to insure the soundness of banks so that new 
Federal Deposits Insurance system would be able to with: 








stand a recurrence of a banking crisis, even as severe a 
that of 1932 and 1933. As rail bond prices fell, and 
railroad credit sunk to a low estate, the various rating 
agencies lowered ratings of all classes of rail bonds to 
levels out of all proportion to their fundamental values 
The net effect of these policies resulted in a still further 
decline, since bank selling was added to institutional sell- 
ing and forced on a market ill equipped to absorb this 
liquidation. 

Two other factors of importance played a very large 
part in this liquidation by institutions and banks. In the 
first place, following the enactment of Section 77 of the 
Bankruptcy Act with its emphasis on the Composition 
Theory, institutions could not be certain whether prior 
ity of mortgages would be sustained. It was not until 
the Supreme Court’s now historic decision of March 14 
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1943, that absolute priority of first mortgages was reestab- 
lished and institutions could therefore be certain that 
the investment rules of the past could again govern their 
investment policies. 

A second factor of importance, probably more psycho- 
logical than fundamental, was the so-called philosophy 
adhered to by the I.C.C. in the go’s in promulgating 
the reorganization plans of the 33 odd bankrupt roads. 
Beginning in 1939, the I.C.C. approved a number of 
reorganizations in which they adhered to the fundamen- 
tal pessimism of the day then rampant, that the United 
States had reached its economic maturity, was no longer 
capable of further economic growth or expansion, and 
therefore the railroad industry would still continue to 
suffer a gradual erosion of traffic over future years as it 
had in the immediate past. In this general belief, the 
Commission was sustained by the deterioration of the 
competitive position of the rails vis-a-vis their competi- 
tors, such as trucks, buses, inland waterways, planes, etc. 

It is not surprising, therefore, that the Commission, 
adhering to this basic philosophy, set the tone of pessi- 
mistic thinking relative to the longer term rail outlook 
which permeated the financial community. In their re- 
organization plans, not only were all capitalizations 
reduced sharply in virtually all instances (both preferred 
and common stocks being eliminated) but such capitali- 
zations were based upon the presumption that earnings 
would remain at the depressed levels of the 1930’s. Un- 
fortunately for those adhering to the theory of economic 
maturity, and continued low railroad earning power, but 
fortunate for owners of railroad securities, the war inter- 
vened to alter the financial picture of the railroads 
markedly. After three years of war, the financial re- 
sources of all Class 1 carriers are now greatest in their 
history. Net current assets have now reached $1.65, bil- 
lion as compared with only $118 million in 1930. Debt 
has been sharply reduced, from $11.88 billion in 1938 
to less than $8 billion following the consummation of 
the balance of Section 77 reorganizations now pending. 
Lastly, virtually all economists agree that post-war na- 
tional income will probably be in excess of $100 billion 
($50 to $70 billion in the go’s), which should permit the 
Class 1 carriers to average well over 50% higher gross 
revenues than in the go’s. Such revenues, if realized, 
should permit of earnings available for fixed charges of 
well over one billion dollars annually. Accordingly there 
seems every reason to anticipate that railroad credit will 
again shortly be restored to its once former higher state. 

This, in brief, is the background of the wave of refund- 
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Bonds Which Appear in Selling Area 

1942 Recent Current 

Low Price Yield 

Atlantic Coast Line, 1st 4s, 1952....----..s006 74 104% 3.82% 
Central Pacific 1st & ref. 4s, 1949......0+--000- 68 107 3.74 
Central Pacific gtd. 5s. 1960..-0.sseeeecsseeee 49 97 5.15 
Ches. & Ohio ref. 3448, 1996.........-- - 100% 106 3.30 
Erie 1st 45,1995... cceccccccees eccces 86% 105% 3.79 
Gulf, Mobile & Ohio, ist & ref. 4, 1975. 6654 102 3.92 
Ilinois Central 1st 4s, 1951...-ccecccercveeees 56 102 3.92 
ehigh & N. Y¥. 1st gtd. 4s, 1945....---seeeeee 6154 100 4.00 
Lake Shore & Mich. So. 354, 1997........006 10534 3.32 
Louisville & Nashville 1st & ref. 5s, 2003 106: 4.10 
Louisville & Nashville 454s, 2003..... 106 4.25 
Louisville & Nashville 4s, 2003....... 105 3.81 
N. Y. Chi. & St. Louis, ref. 414s, 1978. ° 102% 4.40 
Penn. debs. Aa, 1970. REE ee 104% 4.31 

lenn. Consol. 4448, 1960. ....-seeeecceeeeees i 

Pi nae 103% 4,82 
106 4.25 
195 3.81 
10444 3.83 
106% 3.75 
10634 3.74 
“024% 3.90 
105% 3.81 

















OCTOBER 28, 


1944 



























a 
--—-" 
a- 


Pn ae 


2 
——~ Baa | 











~, 
= 











i; 


. 
: 
we Pra “Fee, 
set 


PER CENT YIELD 
a 





ed a 
































Lit WRIA LLEETLELU XI LS 
“32 ‘333435 3637 3839 4041 42 1943 1944 


ANNUAL AVERAGE MONTH END CLOSINGS 








ings which is now taking place in the financial markets. 
With the fundamental post-war position of the rail in- 
dustry now more clearly defined and with railroad credit 
now practically restored, although as yet not recognized, 
some institutions, in part forced by the need of greater 
income, have returned to the railroad bond market. Even 
ratings are being revised upward, reflecting the improved 
fundamentals recorded in this article, although at a 
snail’s pace. As yet, the pressure of banking authorities 
has not been lifted, nor has the I.C.C. given due recog- 
nition of improved fundamentals. Yet the views of these 
agencies, too, will change. An imperceptible change is 
already being discerned within the I.C.C., the latter in 
many instances permitting distribution of large accumu- 
lations of war swollen cash in satisfaction of bondholder 
claims. 

Thus far relatively few railroads have been able to 
take advantage of the current wave of refundings, in 
some instances being handicapped by non-callable provi- 
sions of their respective issues. Those carriers which 
already have effected marked savings through refundings 
include the Pennsylvania, the Erie, the Burlington, the 
Gulf Mobile and Ohio, and particularly Great Northern. 
Near term refundings contemplated include those of the 
Pennsylvania (Panhandle), Burlington (refundings), 
Wabash (firsts), Nickel Plate (an over-all plan beginning 
in piecemeal fashion), Chesapeake and Ohio (refund- 
ings), Virginian (firsts), Louisville and Nashville (re- 
fundings), and Chicago and North Western (a carrier 
only recently emerging from reorganization, the first 4’s). 

Longer term possibilities of refunding over the next 
year or two include the high coupon Northern Pacific 
issue, additional passenger terminal bonds, other first 
mortgage bonds of reorganization roads as they emerge, 
such as Western Pacific, St. Paul, Rock Island, Frisco, 
MOP, and high coupon bonds of the Pere Marquette, 
Reading and Southern Pacific. The latter are handi- 
capped by the non-callable provisions of their under- 
lying bonds. This is likely to be resolved in part by an 
extension agreement, which in turn should make pos- 
sible the refunding of a substantial portion of the re- 
mainder of Southern Pacific’s debt. With regard to 
Southern Railway, this carrier is unfortunate in that vir- 
tually all of its debt is non-callable, which of course 
precludes the Southern from benefiting from current re- 
funding developments. 

Illustrative of the advantage of refunding to an indi- 
vidual carrier is the experience of Great Northern. In 
1934 fixed charges amounted to $19.5 million. Through 
a fortuitous refunding operation in the middle 19g0’s, 
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Issues 
1942 Recent Curren; 
Low Price Yield 
PROG, BIOS oc sci ccccvcccescsbénscce 106: 124 3.21 
Ches. & Ohio gen. 414/92....... see ise 140 ad 
cago & Erie 1st 5/82......... - 11634 128 3.91 
cking Valley R. R. 1st 432/99... sac 25g 137 3.28 
Lexington & Eastern Ry. 1st 5/65........e000 114 126 3.97 
Norfolk & Western 4/96......cecscccecceees 12436 132 3.03 
Bonds Still Attractive for Purchase 
Balt. & Ohio-Pitts, Lake Erie & W. Va.ref.4/51. 45 93 4.30 
Balt. & Ohio-Southwestern Div. 1st 344-5/50... 34% 7136 = 6,46 
Oe ee aaa eae 24 57 8.77 
Central of Georgia 1st 5/45...... ae 86 11.62(e) 
Chi. Mil. & St. Paul gen. 414/89.. ok — 
Chi. R. 1. & Pacific gen. 14/88.... 711 ae 
Denver & Rio Grande 1st consol 4/36 52 4.29 
Kensas City, Ft. Scott & Mem. ref. 4/36 90% 17.85(b) 
Ulinols Cent. St. Louis Div. & Tenn. 314/51.... 19 4.43 
Chi. & Northwest. income 414/99.......0000 22 70% = 6.71 
Erle Income 434/2015.....cccececcccccceces 4534 8214 5.45 
Gulf, Mobile & Ohio, Income 5/2015........ 46 84 5.95 
Minn., St. Paul & S. S. Marie 1st 414/71*..... _ 107 — 
Minn., St. Paul & S. S. Marie gen. 4/91**..... et 16 ee 
Miss. Pacific ref. Lo. ERAS ee 2144 68% 7.27 
Morris & Essex 1st ref. 334/2000..........00. 35 57% 6.04 
Cleve. C. C. & St. Louls ref. 414/77. ... e000 42 1434 6.05 
N. Y., Central Michigan Central 334/98....... 45 73% 4.78 
Northern Pacific-prior lien & land grant 4/97... 68 10334 3.87 
St. Louis & Southwestern-1st Term. & Unify.5/52 31 6334 = 27.34(c) 
*To be Issued in reorganization—price Includes 1334 pts. to be paid in late 
ober. 
vt be Issued In reorganization—price includes 12 pts. to be pald in late 
jober. 
e—Paid coupons 8/1/35 thru 2/1/37—amounting to $100 per M 12/1/43. 
b—$160.60 per M, paid 10/25/43. 
o—1/1/41 thru 1/1/44 int, paid 7/1/44. 




















this road was able to effect a saving of over $3 million 
in charges. Subsequently charges were lowered through 
open market purchases and subsequent retirement of 
bonds. In its latest work, some $120 millions of debt 
has been called for retirement. Great Northern has ob- 
tained $100 million of funds through the sale of new 
bonds, balance of funds necessary being utilized from 
treasury balances. Through this operation fixed charges 
will have been reduced to $10.4 million, or a net reduc- 
tion of 46% as compared with 1934. In effect, such 
reduction of charges will have been equivalent to a pain- 
less reorganization, and within a matter of months, Great 
Northern will be one of the few railroads blessed with a 
capital structure evenly balanced as between bonds and 
stock. 

Concluding, railroad credit, having been subject to 
the vicissitudes of depression influences, now appears to 
have been restored. Pressure of funds seeking investment 
vugether with recognition by institutional investors of 
the fundamental change in the railroad picture—increase 
in cash, decrease in debt, etc.—and of the excellent post- 
war outlook, has made possible recent refundings on a 
fairly large scale. As yet, only the rails enjoying good 
credit have benefited from these recent developments 
but gradually other carriers will be able to take advan- 
tage of the opportunities now facing them. Accordingly, 
we believe that the bulk of these railroads will be able 
to put their finances in order to weather whatever storms 
may be in store for them to the ultimate benefit of the 
bondholder primarily and of the stockholder though 
probably to a slightly lower degree. 

As a part of this study we have prepared 3 compu- 
tations. One list is composed of senior underlying bonds 
of roads enjoying the highest credit, all non-callable, and 
therefore subject to fluctuations of many market influ- 
ences. They are entitled to the sobriquet “Money 
Market.” 

A second list consists of bonds still attractive for pur- 
chase, ranging the scale from good grade (N. P. prior 
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lien) to those somewhat more speculative (B. O. ref. 59), 

Still a third list is composed of issues which appear to 
have reached levels where further appreciation is some. 
what limited. Accordingly we suggest that holders of 
any of these issues could shift to advantage to those of 
the corresponding price ranges of those securities we 
have singled out as attractive. 

From the present evidence the gross operating revenue 
of the railroads will make a new high record again thi 
year. While operating ratios—that is ratio of operating 
expense to gross revenue—remain at levels far more favor. 


able than before the war, operating cost on a year-agof 


comparison has been increasing faster than gross. Tax 
liability has also increased as many roads had exhausted 
their excess profits tax credits by late 1942. 

In consequence, 1942 was the peak year in war-time 
net income—also peak for any time, for that matter. On 


a monthly basis, the highest net income was reached in} 


October, 1942, at $135,700,000 for the Class I carriers. 
There were pre-war periods when such a figure would 
have been considered very good for a whole year. 

Through the latest month for which official figures 
were available, total railroad net income for the year 
1944 had run approximately go per cent lower than for 
the same period of 1943. In declines from a year ago, 
the nine-month statements of most carriers are generally 
in line with this percentage, though with the usual sharp 
individual variations. At least until the end of the war 
in Europe, the sharpest part of the net income decline 
from the 1942 high has now been seen. In the closing 
months of this year and also in the early months of 1945, 
rail earnings will make a somewhat better comparison 
with year-ago figures. 

Even at present reduced levels, rail earning power re 
mains at a very high level as judged by any standards of 
the 1930’s and hence will permit further reductions of 
debt and/or bolstering of liquid working capital. It 
need hardly be said that the longer the war lasts, the 
greater will be the net improvement in railroad financial 
status. Present indications are that the war in Europe 
will last possibly several months longer than had been 
anticipated only a few weeks ago, while the official view 
is that we will be lucky to knock off Japan in as little as 
18 months to two years after the defeat of Germany. If 
the latter projection proves right, rail earnings should 
remain at good levels, even though not as high as pres 
ently, and the end of the war should find rail credit 
solidly re-established and selected bonds higher. 


Lightweight streamliners will be the ruie 
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Vs. 
National Biscuit 


Which in Best Position? 


BY P. T. SHELDRICK 








Prosasiy no line of business has kept on such an 
even keel through the past twenty years as that of the 
leading companies in the biscuit manufacturing indus- 
try. In the 1920's they had rising profits, overcoming 
sharp gains in labor and materials costs. The violent 
business decline in the 1930-1933 period, which wiped 
out many companies, merely caused a moderate decline 
in profits for the two leading baking companies. How- 
ever, they showed some further falling off in earnings 
per share in the later 1930’s, although still showing re- 
spectable income. 

And they have been doing well in the war period, 
despite severe handicaps of labor shortages, high cost of 
materials and ceiling prices for some products, not to 
mention much higher taxes, but in these later years 
Loose-Wiles has drawn far ahead of National Biscuit 
from the point of view of net income per share. 

While both of them developed some diversification in 
their business, packaged crackers and biscuits have re- 
mained their main line. Theoretically, packaged goods, 
with their fixed retail prices, would be adversely affected 
by war inflation, but much greater sales brought down 
the unit costs somewhat despite ceiling prices. In the 
past few years, the moderately lower trend in the earn- 
ings of National Biscuit and the sharp rise in the earn- 
ings of Loose-Wiles seem to reflect the greater ability of 
the management of the latter to overcome the handicaps 
of the war period and to cash in on the rising demand for 
its products. The profit margin and other comparisons 
and differences between the two companies will be dis- 
cussed in more detail below. 

There is no conversion problem to be faced by either 
of these companies after the war ends. It is true that 
both have supplied the Government with large amounts 
of their leading products and a number of specialized 
ones, but both companies have still found their major 
markets in civilian sales. Some decline in total busi- 
ness will probably be seen when the Government buy- 
ing ends, but as the members of the armed forces will 
still have to be fed, there will be no sudden drop in this 
demand, and it may be some time after peace is estab- 
lished before it tapers off noticeably. It is probable 
that no small amount of recent very large business of 
both companies has been due to meat shortages and 
sugar shortages, with the biscuits, crackers, etc., made 
by National Biscuit and Loose-Wiles readily obtainable, 
and eaten more freely, to take the place of meat, and 
with the sweetened products of both companies making 
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A Loose-Wiles automatic baking device 


up to consumers for inability to get all of the sugar 
desired. 

There is little likelihood that the supply of either meat 
or sugar for the civilian consumption will increase sud- 
denly after the war ends. Eventually, however, both of 
the factors mentioned will probably bring about a 
decline in the total sales of these companies from what 
has been shown in the 1942-4 period. As an offset to 
such decreases, it is quite probable that excess profits 
taxes will be sharply reduced or repealed, while the 
overall cost of doing business is expected to decline un- 
der peacetime conditions, most particularly in relation 
to the present shortage of skilled labor. Inexperienced 
help, and much more overtime pay, increased the cost 
of doing business, while shortages of shortening, sugar, 
cocoa and other ingredients forced some use of substi- 
tutes at times, while delivery problems were a more 
serious obstacle to be overcome, often at higher costs 
than when regular motor trucks were used in full be- 
fore the war. The removal of these difficulties in the 
post-war period will also partly compensate for the lower 
volume of business which may be expected. 

Both companies were started at about the same time, 
National Biscuit Company was incorporated in New 
Jersey in 1898 as a merger of three companies. Leose- 
Wiles Biscuit Company was started under another name 
in 1903, and was re-incorporated in New York in 1912. 
Both companies have absorbed a number of other units 
through the years, including some acquisitions in 1943 
and 1944. 

There is a wide diversity of capitalization between 
the two companies. National Biscuit is far larger in 
this respect, with its $89,698,980 par value of outstand- 
ing securities against the $15,565,000 total par of securi- 
ties of Loose-Wiles. The National Biscuit shares con- 
sist of 248,045 7% preferred of $100 par value, which is 
non-callable, and 6,289,448 shares of $10 par value 
common stock. The preferred is rated as a high-grade 
investment, with its dividends paid every year and 
earned many times over, but the company’s manage- 
ment must have regretted the high dividend rate and 
the non-callable feature many times in the past, for it 
could have put out obligations at a much lower annual 
cost than the $1,756,315 annual dividends they have 
paid for over two generations on the stock. Loose- 
Wiles has $2,800,000 in 3% notes and 510,600 shares of 
$25 par value common stock outstanding. The notes 
are the remainder of a total of $4,000,000 which were 





sold to the Prudential Insurance Co. in 1941, the pro- 
ceeds to be used to retire a preferred stock issue. ‘The 
notes carry 3% interest and mature serially in 1947, 
1950, 1953 and 1956. One of the provisions of the 
notes is that no dividends shall be paid on the stock 
unless current assets exceed current liabilities by at 
least $6,000,000. 

The common stocks of both companies were increased 
materially by stock dividends many years ago. In the 
period before 1922, National Biscuit had less than 300,- 
ooo shares of $100 par value common, but in that year 
gave a 4 for 1 split in changing the par to $25, and on 
top of that gave a 75% stock dividend the same year, so 
that one share of $100 par had become seven shares of 
$25 par. In 1930, another reduction in par to $10 re- 
sulted in a 21% to 1 split, so that the original one share 
of $100 had become 171% shares of $10 par. Loose- 
Wiles common (once preceded by two classes of pre- 
ferred stocks)»had been $100 par value through the years 
until 1927, when this was changed to $25 par and four 
new given for one old share. 

Cash dividends were started by National Biscuit on its 
common in 189g, with $1 that year, and they have been 
maintained at various rates in every year since. On the 
$100 par stock, the rate increased to $4, $5, $5.75, $6 
and made its top at $8.75 in 1911, then from 1912 to 
1922, inclusive, payments were $7 a share a year. Even 
though a seven-fold increase had taken place in the num- 
ber of shares, the 1923 dividend started at $3, was in- 
creased to $4 in the next two years, to $5 in 1926, $6 in 
1927, $7 in 1928 and $7.50 in 1929. On the old $25 
par stock, the 1930 dividend was $1.50 and then after 
the 21% to 1 split, the $10 par stock received $2.10 a 
share in 1930. In 1931, 1932 and 1933, dividends were 
$2.80 each, then $2.40 in 1934, a drop to $1.80 in 1935, 
$2 in 1936, $1.60 each in 1937 to 1939, $1.20 in 1940, 
$1.60 in 1941, $1.40 in 1942 and $1.20 each in 1943 and 
1944. This is a most impressive dividend record. It 
meant that a holder of one original share of $100 par 
value had received a minimum of $4.00 a year starting 
in 1900. The maximum income (on 7 shares of $25 
par) was $52.50 in 1929. On the 171% shares he had 
after 1930, there was a total of $49 paid in several years 
in the early 1930's. 

Loose-Wiles conserved its cash over a long period and 
did not start dividends on the common stock until after 
the 4 for 1 split in 1927. In that year, 80 cents a share 
was paid, then $1.60 in 1928, $2.60 in 1929, $3 in 1931, 


$2.50 in 1932, $2 each in 1933-6, inclusive, $1.60 in 1937, 
$1.05 in 1938, $1 each in 1939-40, $1.25 each in 1941-3, 
and in 1944, $1.75 (25 cents each in the first three quar- 
ters and $1 for the last quarter). This record has been 
a good one, but it has been only in a few years that it 
has surpassed National Biscuit on a per share basis. 

Before the early 1920’s, National Biscuit had been a 
larger earner than Loose-Wiles, on a per share basis. 
National Biscuit ran ‘better than $5 a share on the $25 
par stock in most years in the 1920's, with a steady in- 
crease in earnings after 1924 to a peak of $8.21 a share 
in 1929. This equalled $3.28 a share on the new $10 
par stock, but the 1930 earnings on the new stock ex- 
ceeded that, being $3.41 a share, which was top year for 
this company throughout its history. The average earn- 
ings by periods are given in the accompanying tables. 
The lowest point reached on a per share basis for the 
present $10 stock was $1.31 a share in 1935. 


Earnings Per Share 


Loose-Wiles (on the present $25 par value stock) 
had been running slowly upward from below a $2 an- 
nual earning power in the early 1920's to near $3 a share 
in the 1927 income, increasing to $3.77 a share in 1928 
and $4.58 in 1929, its peak year until 1943. In the early 
1930's, Loose-Wiles started near $4 a share, then ranged 
between $2.04 and $3.43 until 1937 when net was just 
$1.00 a share, but a very large inventory loss accounted 
for much of the latter low figure. From then on, Loose- 
Wiles recovered in impressive style, with successive an- 
nual net per share at $1.60, $1.69, $1.90, $2.15, $3.98 
and $5.12. 

In the first half of 1944, National Biscuit showed 68 
cents a share on its common, against the same amount 
in 1943 first half, with indications that slightly better 
may be shown in the second half year. Loose-Wiles is 
still showing up better in earnings, with its first half 
of 1944 at $1.94 against $1.32 in the first half of 1943, 
but the phenomenal showing of the second half of 1943, 
with its $3.80 a share, may not be equalled in the cur- 
rent year. If the second half of 1944 shows only $2, it 
will bring the total for the year to near $4. 

The tables show the main features of the 1943 in- 
come accounts of both companies. It will be noted that 
the percent of net before taxes to gross was about the 
same for both companies, but with the much smaller 
capitalization of Loose-Wiles, this gave it a much better 

rate of earnings on the stock. In this 
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LOOSE-WILES AND NATIONAL BISCUIT CO'S. 


regard, excess profits taxes relatively 
took a much heavier toll on Loose- 
Wiles, but its normal tax and surtax 
were very much less. It is probable that 





40 
J Loose -wites 


= NATIONAL BISCUIT 


the 1944 reports when they are pub- 
lished will show a higher regular tax 
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, be repeated. Under future prospects 
below, there will be further reference 
to excess profits tax payments. 
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companies have a strong financial posi- 
tion. Twenty years ago, at the end of 
1924, National Biscuit had $21,788,740 
net current assets and Loose-Wiles had 
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$4,776,404. At the end of 1943, Na- 
tional Biscuit had $39,931,580 net cur- 
rent assets and Loose-Wiles had $9,437,- 
490. This was about the same ratio of 
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increase for both companies. With the much larger 
obligation ahead of its common stock, however, the net 
current assets of National Biscuit is relatively much less 
on its common. It amounts to $2.41 a share net on the 
common, or less than 1014% of the current market 
value of the stock, where Loose-Wiles net current assets 
value for the common at $12.99 a share is nearly 29% 
of the market value of the stock. 

While it is a big asset in rising markets for raw ma- 
terials, in the event of a decline in such an item as 
flour prices, for example, the very large inventories of 
National Biscuit and. Loose-Wiles might be a tempo- 
rary cause of loss. The steady demand for their prod- 
ucts which can be expected after the war would take 
up their higher cost materials quickly, and then lower 
cost supplies would be available. The National Biscuit 
inventories are above one-eighth of the 1943 gross busi- 
ness, and the Loose-Wiles inventories are a little over 
one-tenth of 1943 gross. 

The tables show price ranges for the two stocks for 
more recent years, but also give the 1929 highs. In the 
big bull markets of the late 1920’s, both stocks had enor- 
mous advances, which carried the $25 par value Na- 
tional Biscuit to a top of 23634, which would equal 
9434 on the present stock. Loose-Wiles went almost as 
high, with its 1929 top at 883%, for the same stock as at 
present. Despite the fact that their earnings and divi- 
dends held up relatively much better than a vast num- 
ber of other companies, both of these stocks were car- 
ried along in the tide of selling which developed in 
the 1932 culmination where even the fact that both 
companies were still doing very well in earnings and 
dividends was disregarded. In 1932, National Biscuit 
made a low of 2014, even though earnings that year 
were $2.44 a share and a $2.80 dividend was being paid, 
while Loose-Wiles went to a low of 1614 in 1932 even 
though earnings that year were $2.04 and a $2.50 divi- 
dend was paid. In the case of many other stocks which 
had such low prices in that year, earnings had disap- 
peared and deficits so serious were being shown that 
solvency was threatened, and dividends were passed. 
Here were two issues that had no reason then for such 
low prices, other than the general situation in the stock 
market. The realization of this brought great recov- 
eries in prices, with National Biscuit getting back to a 
high of 605% in 1933 and Loose-Wiles to a 1933 high of 
443/- 


Effects of Rising Costs 


With later years, however, the rising cost of doing 
business, a reflection of Government policies to bring 
about aid to wheat farmers which increased the cost of 
flour and of rising labor costs, both of these stocks went 
under the 1932 lows. The trend of National Biscuit 
shares seems to have been steadily lower, with the re- 
bounds less sharp, and its net income per share has been 
dribbling lower. The bottom for it was 13 in 1942, 
and its subsequent recovery has been relatively less than 
previous rebounds, such as from 1514 low in 1938 to 
2814 high in 1939. Loose-Wiles’ lowest figure was 131% 
in 1940 and its latest rise has been to more than 250% 
of that figure. It is quite apparent that it is now in- 
creasingly a favorite in portfolios and for smalier in- 
vestment. 

The record of recent years seems to warrant this 
selection of Loose-Wiles as having the better position 
and prospects. Earnings per share are materially higher, 
the ratio of price to earnings is stronger, there is not 
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A 
Comparative Statistics 
National Loose-Wiles H 
Outstanding Capitalization Biscuit Co, Biscuit Co. j 
Funded debt. ..cccccccccccccccccs None $2,800,000 } 
Preferred stock-shares.............. 248,045, par $100 None } 
Common stock-shares...........+.. 6,289,448, par $10 510,600,par$25 | 
Earned per common share H 
Annual average, 1925-30.......... $2.88* $3.31* | 
Annual average, 1931-5........... 2.06 2.50 
Annual average 1936-9............ 1.69 1.64 
Annual average, 1940-2........... 1.44 2.68 
[OS Ree ae ee 1.417 5.124 
Earned first half 1944.............-. 0.68 1.94 
*Based on present par value 
#Before deduction special reserves—see below 
Income account details, 1943 
GQ ar aciencs dies dncccuuavouce $199,063,850 $77,903,179 j 
Profit before taxes..........eeee00% 24,806,866 10,136,682 j 
TE GE MISE IC GOS e «5 oc cccccosces 12.4% 12.9% | 
Ioan ceccccecnwneccuws $7,198,752 $594,787 
Excess profits taxes*..........0000- 7,010,752 6,930,000 
Excess profits taxes, per share on 
COMMONS «ooo cccccccececaccccc $1.11 $13.57 
Net income before special reserves... 10,597,362 2,611,896 
GEER: cc ce ncececcocnces 1,939,248 400, 
Special reserves, per share on common $0.31 $0.78 
*After deducting postwar refunds 
Dividends paid, per share on common } 
Average per annum, 1925-1942.... $2.03* 
Average per annum, 1927-42 ...... $1.78* 
PUMRMER chic cseddocecteeveae 1.20 1.25 
PRE daccectcecceccteceees 1.20 1.75 
*Based on present par values 
Balance sheet items, December 31, 1943 | 
Cash, G t and ketabl } 
QUINT Ee ci nstcecdeccscceoas $31,190,815 $4,252,273 | 
ROCEINONIESs occ ccccccsccces He 6,503,202 3,028,059 } 
IB cecccccccececes P 25,649,276 8,113,276 j 
Total current assets. . . 63,343,293 15,550,633 | 
Total current liabilities. ... 23,411,713 6,113,143 
Net current assefs........ s 39,931,580 9,437,490 
Net current assets, per share of } 
GRO ocdcccccdcececscduuses $2.41 $12.99 
| Cash assets, per share of common*... 1.17 2.84 } 
| Book value of common, per share.... 13.08 33.86 | 
| *After deducting par value of prior securities 
Price ranges, yields, ratios | 
GORGES MO, TOW oo cc cccccccccccse 3834-1516 45-1434 H 
1940-3 high, low...........- “ 2414-13 31-1314 | 
1944 to date, high, low = 2334-205 3754-28 i 
CU cet cusucuncaccudaacse 9434 * 8834 
IES cecciccacusecccecc< 2314 37% 
Ratio of 1943 net per share to recent | 
WRa nace ccscicsccescccsececess 16.8 to 1 7.3101 | 
Yield on recent price and 1944 divi- 
MME danistcncthbedadcucceadenn 5.1% 4.7% | 
* In terms of present par value | 

















the big annual deduction from net income before com- 
mon dividends that National Biscuit has, the income has 
warranted a large extra dividend this year on Loose- 
Wiles common and might allow still higher dividends 
in 1945 while National Biscuit is not covering its pres- 
ent common dividend by a satisfactory margin. The 
net current assets per share of common stock is about 
10% of the market price of National Biscuit but is about 
30% for Loose-Wiles. The book value of National Bis- 
cuit is a little over half of the market price, while the 
book value of Loose-Wiles is about nine-tenths of the 
market price. 

More people interested in knowing about investments 
have been familiar with the position of National Biscuit 
for a long period of years. It also has a somewhat 
stronger method of balance-sheet reporting, as National 
does not include any intangibles in its asset statement, 
while Loose-Wiles has over $8,000,000 for good will, 
trade marks and patents. In figuring the book value of 
Loose-Wiles, however, these intangibles were deducted 
and the figure of $33.86 a share book value is after this 
deduction. With the intangibles included, Loose-Wiles 
had a book value of $49.53 at the end of 1943, but sim- 
ilar allowance for the value of the National Biscuit 
trade marks, good will, etc., would raise the book value 
of its much larger capitalization only a little. 

The future of this business seems fairly promising, 
especially on the premise that excess profits taxes will 
be reduced soon after the European war ends and later 
repealed. The “Nabisco” trade marks for the leading 
National Biscuit products and (Please turn to page 105) 
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BY FRANK R. WALTERS 


An INFANT during the first World War, the Ameri- 
can optical industry during the present conflict has come 
of age, virtually overnight changing from small business 
to big business that should constitute more than a post- 
war challenge to the skill of foreign industries which 
formerly dominated the American market for optical 
goods. 

During the last war, the industry faced great difficul- 
ties, having depended until then upon foreign sources 
of optical glass. But things have changed and since Pear] 
Harbor, the supply of optical glass has never been a 
serious bottleneck though its processing at first was ham- 
pered by inadequate manufacturing facilities. ‘Today, 
quality as well as quantity of our optical instrument pro- 
duction is believed to be ahead of anything produced 
elsewhere. 

Under the spur of modern war, such production made 
tremendous strides. Mechanization means faster moving 
armies, greater fire power, longer range, with concurrent 
need for greater accuracy and a larger field of vision. 
Optics answered these demands. Optical products used 
for war include great numbers of binoculars, range find- 
ers, height finders, gun sights, tank sights, telephoto 
lenses for aerial photography and many other vital instru- 
ments. Their present-day range and accuracy is astound- 
ing and the new principles they embody make them 
vastly more effective and different from the relatively 
crude instruments used during the first World War. A 
modern navy-type range finder of the largest size con- 
tains some 1,500 mechanical parts, 160 separate optical 
elements such as lenses and prisms, and is so big that an 
entire freight car is required to move it. 

The never ending cry for more and better optical goods 
to equip our fighting forces led to a tremendous boom in 
optical manufacturing with dozens of newcomers enter- 
ing the field. Presently, the Army and Navy themselves 
are important manufacturers; they are also the biggest 
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customers of the private industry which has already be 
gun to worry what it will do when war orders stop. 


Obviously, the optical industry as now constituted faces} 
considerable deflation but with many newcomers making} 
precision optics for the last three years, great efforts will} 
no doubt be made to turn to and sell all kinds of indus-f 
trial and professional instruments when war demand> 


abates. 


Meanwhile, under Army-Navy sponsorship, the tech-[ 


niques and skills of old-line manufacturers have been 
made available to many concerns whose normal activities 
had no relation to optical manufacturing. Such contrac 


tors include Minneapolis-Honeywell, Bendix Aviation,) 
Stremberg-Carlson, Bulova Watch Co., Mergenthalerf 


Linotype, American Machine & Foundry, Warner & 
Swasey and others; to what extent they will retain their 
new lines after the war is at present obscure though 


some no doubt will make an effort at placing them onf 


a permanent basis. 
Little wonder, then, that such well-established opticalf 
manufacturers as Bausch & Lomb, American Optical Co. 


Eastman Kodak, and the privately owned but important 


firms of Keuffel & Esser and Kollmorgen Co. are looking) 
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askance at the rapid development of potential rivals. 
Before the war, Bausch & Lomb was the only Americaif 
company which made binoculars to compete with th 
more expensive imported kinds. Now a number of conf 
cerns have important Army-Navy binocular contractsf 
Spencer Lens Co., a division of American Optical Co. 
has become a large maker of Navy binoculars. Bausch 
& Lomb has made available its techniques of binoculaf 
making to six other firms, the Kollsman Instrument divi 
sion of Square-D, Universal Camera Co., Anchor Optica 
Co., Research Enterprises, Westinghouse and Nash 
Kelvinator. The latter two, however, do not make thei 
own prisms. In peace-time, binocular production num 
bered a few thousand units a year; presently, each of 
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several companies makes that much every month. 

How many of the new crop of optical manufacturers 
will find profitable work for their expanded facilities 
after the war is highly uncertain and it would be prema- 
ture to make predictions, No doubt a good many will 
be forced out of the field. After the last war, the indus- 
try’s operations shrank to about one-tenth of war size; 
this time the contraction may perhaps be less radical 
since determined efforts will be made to find new mar- 
kets, both domestically and abroad. In both fields, the 
industry’s competitive position has enormously im- 
proved, thanks to the amazing war-time progress which 
has placed the industry into first rank. Export potentials 
in particular should be far greater than pre-war. 

Domestic sales of optical and ophthalmic goods (for 
correction of vision) even before the war reflected a 
steady growth trend, ranging from $37.4 million in 1929 
to $48.2 million in 1939; current volume is not known 
but should greatly exceed the best pre-war figure. In 
1929, fully one-third of optical goods sold domestically 
was imported but the import ratio dropped consistently 
as the American industry became more efficient, with 
1939 imports constituting only about 11% of the ex- 
panded volume of that year. 

Post-war sales are estimated—perhaps a bit optimisti- 
cally—to double 1939 volume with ophthalmic goods 
probably accounting for about 80% of the total if pre- 
war proportion of sales is maintained. There are several 
factors which are expected to support this expanded vol- 
ume. One is greater awareness of the need to correct 
visional defects; the war has done much in that direction, 
especially in the armed services and in war plants. Also, 
we have become more alive to the need to protect vision 
and there has been a great increase in the use of safety 
goggles and safety glasses by those employed in occupa- 
tions hazardous to the eyes, the result of safety cam- 
paigns by Government, industry and insurance compa- 
nies. The formerly widespread prejudice against wearing 
eyeglasses has been lessened by introduction of individ- 
ually styled spectacles, contact lenses, etc., and special- 
occupation glasses for sport, social and industrial wear 
have become far more popular, the same as sun and 
glare glasses. 

As to optical instruments, certain types before the war 
were not produced here and had to be imported. Such 
need no longer exists. Our production even of highest 
quality precision instruments has expanded to such an 
extent that the industry now not only fills our own 
greatly swollen war requirements but a large part of the 
needs of our Allies as well. This fact should hold impor- 
tant export potentials. 

However, because of their strictly professional and 
scientific use, the market for optical goods is limited. 
They are products not generally bought by the man in 




















U.S Sales and Imports of Optical and 
Ophthalmic Goods 

($ millions, wholesale value) Total 

Ophthalmic Optical Domestic 
Year Sales Imports Sales Imports Sales 
ee OO 28.1 0.2 9.3 3.1 37.4 
i Lee ee 22.4 0.3 4.4 1.4 26.8 
BGs oc csccs 26.8 0.4 6.0 1.3 32.8 
TGSE ec cucce 36.8 0.6 10.0 2.1 46.8 
Bae ecceces 36.8 0.3 11.4 13 48.2 

Source: Dept. of Commerce. | 











the street but utilized principally by three groups, mili- 
tary, industrial and educational. Increased demand 
within these confines may be expected because of certain 
trends. 

Military needs of course will shrink sharply, yet should 
continue higher than pre-war in view of our prospective 
larger military establishment in the years to come. Indus- 
trial usage of optical instruments fluctuates more widely 
with economic trends than does educational, due prob 
ably to the fact that industrial research tends to vary in 
proportion to production. With higher levels of produc- 
tion and employment envisaged for post-war, demand: 
for industrial optical instruments should rise proportion- 
ately above pre-war figures. Manufacturing processes 
have become more and more complex and competition 
will be keener than ever; as a result, industrial research 
has largely ceased to be a luxury and is rapidly becoming 
a necessary part of successful operation. 

The field of higher education in which extensive use 
is made of optical instruments, should offer additional 
and probably expanding markets. With the war’s end, 
such educational activities will undergo a sharp revival 
leading to greater demand for scientific instruments of 
all kinds. 

Then there is photography. The growth in value of 
production of cameras and projectors from $9.9 million 
in 1931 to $25.8 million in 1939 shows up an important 
trend with every prospect of its continuance. The opti- 
cal industry in the past supplied large quantities of opti- 
cal glass and lenses to the photographic industry. To 
what extent this relationship will continue after the war 
depends on whether the photographic industry expands 
its glass and lens making facilities to the point of self- 
sufficiency. : 

The optical industry before the war was fairly highly 
concentrated with most prominent concerns privately 
owned. Even today, the securities of relatively few com- 
panies are listed on stock exchanges. Only two, Eastman 
Kodak and General Precision Equipment Co., are listed 
on the New York Stock Exchange. Argus Co., a rela- 
tively small factor in the industry, is listed on the New 
York Curb Exchange. The (Please turn to page 106) 


















Statistical Position of Optical Companies | 
Avge. Cur- 
Capitalization 7—$ millions—, Book Net 1943 Price rent | 
(000) omitted Sales Net. Work. Value per Sh. Net range Recent Div. 
Debt Preferred Common 1943 Capital er Sh. 1937-39 per Sh. 1944 Price Rate 
American Optical Co........... — —— 646 $60.00 $13.67 $38.00 $2.66(a) $3.63 3214-31 31 $1.50 
Batiely AO Os ee 66 o:06i0 oor eceeictere — 47 421 59.32 7.77 33.29 1.80 3.09 2414.2114 23144 1.00 | 
EASOMA KOEN 6. 0.0.6:0. 60:66 6 002 cco — 62 2476 269.0 109.4 80.20 8.48 8.84 171-157 165 5.00 | 
1 OTT EE ie eae — — 404 8.39 0.74 2.92 0.53 0.58 75%- 234 7% — 
Coming Glass «vos: cise voice oecee — —- 643 — me —_  — — 108-101 100 —— 
General Precision Equipment..... 0.155 —— 586 20.96 7.41 23.60 1.34 2.14 2334-187 2214 1.00 
Fairchild Camere.s.csc0s esciccee a a= 337 47.55 2.89 13.18 0.87 4.30 11%- 73, 10% 1.00 
(a) 1938-39 only. *No corporate data available. 
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BUSINESS: This company is engaged in the manufacture and sale 
of a wide variety of self-locking nuts, together with auxiliary mate- 
rial used for fastening series of bolts and nuts in assembly work. 
These nuts which have a fibre insert, are sold under the trade names 
of “Elastic Stop Nut" and “Esna," and their main feature is that they 
maintain firm bolted connections under severe vibration. Bulk of 
company's output is taken by the aircraft industry, either as original 
equipment or as replacement parts, but certain ordnance equipment 
subject to vibration such as tanks and other combat vehicles, radio 
apparatus and other instruments also require considerable quantities 
of Elastic Stop Nuts. Company was formed in 1934. 


OUTLOOK: Virtually entire output is now needed for war purposes. 
With the advent of peace, takings of the aircraft industry will de- 
crease sharply but management is confident that the loss of war busi- 
ness can at least partly be made up by rapidly expanding sales to 
civilian industries notably makers of automobiles, harvesting ma- 
chines, electrical equipment, textile equipment and other machinery 
where vibration is an important factor. The aircraft industry will con- 
tinue to be an important outlet after the war. 


COMMENT: Rapid and steady growth characterized operations since 
its inception with sales spurting from $107,528 in 1934 to $42.07 
million in 1943; net earnings rose from $14,636 to $3.46 million. 
Similarly, assets since 1940 expanded from $2.49 million to $34.61 
million. Working capital position is sound with cash and marketable 
securities representing about half of current liabilities. Net earnings 
per share last year were $4.07 including post-war refund, and for six 
months ended May 31, $2.29 was earned. Capitalization consists of 
$3.5 million 5% 15-year debentures, 32,056 shares of 6% preferred 
stock and 453,470 shares of common. Of a $15 million V-loan to 
finance large war contracts, $9 million have been used. 

MARKET ACTION: Recent price—I3% compared with high of 18 
established last year on the over-the-counter market. Since its recent 
listing on the N. Y. Stock Exchange, the stock held within the narrow 
cange of 15!4—13%. 


COMPARATIVE BALANCE SHEET ITEMS 


($ millions) 
Oct. 31. May 31 
0 1944 













194 Change 

ASSETS 

Pea bedh cheaeawss tan seeadccsghcees 0.520 5.790 +5.270 
EE i ccicscuskcbeibvcadeaees se 6.424 +6.424 
EMR OD. 5a 'n.5\0 0.0.0 s\n:0'0's.0 0:00 0650910 0.556 4.762 +4.206 
ee RP eee 0.481 8.705 +8.224 
CRON RUINS. 2 occ0csccvcceceveccee 0.005 0.006 +0.001 
TOTAL CURRENT ASSETS.............. 1.562 25.687 +24.125 
Plant and equipment..............eeee0e. e 6.431 +5.377 
Less depreciation 190 2.251 +2.061 
Net property.... 4.180 +3.316 
Other assets..... 4.751 +4.682 
TOTAL ASSETS.... 34.618 +32.123 
LIABILITIES 
6525 os baie Bae SawkeResiow a 9.000 +9.000 
Accts. payable and accruals.............+: 0.456 1.713 +1.257 
ES Saree ee 0.700 8.628 +7.928 
Other current liabilities..............00005 0.115 1.114 +0. 
TOTAL CURRENT LIABILITIES ‘ 20.455 +19.184 
Deferred liabilities 2.915 +2.915 
Long term debt...... K 3.500 +3.431 
Reserves........+- = 1.500 +1.500 
IN 6:60 0:5 60's 06.0 06,019 brn 9.4'5°.010'0:0 8 0b 00.0 1.986 +1.607 

SE ee eee eee 4.262 3.486 

34.618 +32.123 
sie 4. 
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BUSINESS: The company with its subsidiaries is the world's largest 
manufacturer and distributor of surgical dressings and an extensive 
line of related products totalling over 1,200 items used by the medical 
and dental profession, and the public. Principal trade marks are 
"Joh & Joh "and "Red Cross" as well as a number of others 
for various special products. About 95% of sales consist of products 
manufactured by the company or its subsidiaries; the remainder rep- 
resents items made by others, including the well-known "Tek'’ tooth 
brushes. War contracts currently amount to over 30% of total volume. 
Foreign business which in 1943 came to about 19% of dollar volume, 
is carried on through manufacturing subsidiaries or a wholly-owned 
distributing subsidiary and its agents. 





OUTLOOK: Formerly a family-owned enterprise with an excellent 
record, the company's stock is a newcomer to the N. Y. Stock Ex- 
change following recent public offering of 77,252 shares of common 
and 36,218 shares of preferred. Prior to that, the stock was not traded 
publicly nor did the company publish its balance sheet so that the 
only one available is that of 1943. 1943 sales were $92 million and 
net profits $3.20 million against $2.70 million in 1942. Net per share 
was $3.34 versus $2.84. Operations are expected to continue at high 
levels affording continued stable earning power characteristic of the 
business. 


COMMENT: Company has been recapitalized and capitalization now 
consists of $2.76 million funded debt, 15,654 shares of 8% pre- 
ferred, 46,435 shares of 4% preferred and 866,801 shares of com- 
mon. In addition, there is a minority interest of $815,000. Net earn- 
ings over the past ten years averaged $2.57 per share, dividends 
paid $2.90. Working capital is ample and liquid with cash items 
roughly matching current liabilities. Total assets exceed $54 million 
and working funds were $24.53 million at the end of last year. 


MARKET ACTION: Recent price—32!/4. Price range listing on the 
N. Y. Stock Exchange was effected, was 3434—32'/4. 


COMPARATIVE BALANCE SHEET ITEMS 
($ millions) 
















Dec. 31 
1943 
ASSETS 
gis IE ee eR eR ee eR a eT Te Cera y eT Tea 10.162 
ES LEE SLE SEI LOD MOET OT OTT TT 0.717 
ETS ou 065 ua 6 5 10,0 5:21 nie ania ieie\aceleseamie'S ais ieieldteleiacsieere 9.460 
I acolo cio )s oigsis' a) o'0) 0; 015 le" viosetel6:</a 05 /sis: vis ole 05 9] s:67010 Gap 15.206 
WTP, CET ASSETS 5 occecseccccccrssccccscesveceecses 35.545 
ANeE UNNNE TINO 5 5.0 c)s p's 0:41 6 6'010)0\0 0 5:0:0:0 pieivin.w'0'5 4,6'8.e.0.0 0 vieieisieie.e 26.567 
ion SUMIRNEIETII (0:4: s 0'4:0:6;0:0.0'0\u 0.9016 tio 918-0 eae’ 0100/0 0ib18/A Vien 0 9:0 eieie oie Le! ; 
OF DIODONY ccc cccccccccccccccccccccccsevesccccessevcccecees i 
3.001 
TO 
LIABILITIES 
ECUED RUNPIIIID 5 6 0,00 6110 0 016 010\0i5ib'es's 00.0 eicdneies vueeeeeesieiseseeisiee 1.486 
Acets. payable and accruals. ...........ccceeeec cree eee eeeeeees 5.084 
oon. 6 5a nin she: satel ie pia'a-e c/aial oi n:ale ave Saline 4.429 
EEE 525505 10)5;4 10:5 0166 0:0%s) wis 0:61e\e/elern 9'srunce/s/Seisiaieie 0.00 
TOTAL. CAPRRENS CIABILITIES. . 0.0 ccc cccccssncisecccvecces 4 
Deferred liabilities 
Minority interest............. 
Long term debt.............- 
RES as oso nico is wigcpaicesisle-cseanisas sees aeirines cee s sienele 
— Rec ees aie re rain tees ic ein elsia ties. s1e(SkIn WS siald ob Hin Clas ewe eure 
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Four Newcomers to the Stock Exchange 





CARRIER CORPORATION 
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BUSINESS: Carrier is the leading contracting and engineering com- 
pany in the air-conditioning field. !t specializes in heavy industrial 
and engineering installations but is equipped to air-condition vir- 
tually every type of building. Through an arrangement with Safety 
Car Heating & Lighting Co., the company serves the railroad field; 
it also makes small sir-conditioning units for homes and offices. Prod- 
ucts are manufactured mainly under Carrier patents and extensive 
research and development activities serve to maintain the company's 
position in pioneering technical progress in the field. Presently, about 
75% of capacity is engaged in manufacture of products for war 
uses, mainly apparatus for air-conditioning, refrigeration and industrial 
heating. Reconversion therefore should not be complicated. 
OUTLOOK: Order backlog at mid-year amounted to nearly $30 
million and sales are running at record levels. A vast market for air- 
conditioning and refrigeration equipment should be available after 
the war and company is getting ready to exploit it to the fullest, 
adding new products to its already extensive line. Company's share 
of this potential business depends upon its ability to meet competi- 
tion and reduce prices; in this respect, its dominant technical posi- 
tion—the fruit of long and costly pioneering work—should prove 
helpful. Management expects to do a post-war business far larger 
than anything done in the past, even during war-time. 


COMMENT: Heavy research and development expenses restricted 
past earnings and no dividends have been paid so far. 1944 net 
should exceed last year's $1.73 per share but plant improvements and 
conservation of working capital makes dividend initiation unlikely 
this year. While working capital position improved substantially since 
1940, company last August issued 70,000 shares of 4!/2% preferred 
stock. Of proceeds of $3.5 million, $1.55 million was applied to 
retirement of outstanding 4!/2% debentures; remainder will be used 
for capital expenditures and other post-war plans. 405,666 shares of 
$1 par value capital stock are outstanding. Early transfer of listing 
from the N. Y. Curb Exchange to the N. Y. Stock Exchange is con- 
templated. 

MARKET ACTION: Recent price—I7!/2 compared with year's high 
of 1191/2 and all-time high of 67!/2 in 1937. 


COMPARA mien) SHEET ITEMS 













millions. 
. 31 June 30 
1939 1944 Change 
ASSETS 
(1 | BARARRGOOORE CC COCR COeCrOCC Or Cr CC 0.810 3.611 +2.801 
Receivables, ROR cccccvccse nimaieieieseone - 0.672 5.556 +4.884 
Inventories, net.....seeeeeeee eivielearseeelee - 2.402 4.695 +2.293 
Other current assets.........00. 0.197 3.118 +2.921 
TOTAL L CURRENT eo ° 4.081 16.980 +12.899 
Plant and equipment........ 2.3 3.042 +0,742 
Less depreciation. . A 0.758 1.693 +0.935 
Net property...... 1.542 1.349 19 
CRO cccccccccccccccceees +» 0.639 0.913 +0.274 
EMI caccicciesccceceaetewecus 6.262 19.242 +12.980 
LIABILITIES 
Notes payable. ............se00e. rreee re -— 6.500 +6.500 
Acets. payable and accruals...........+00: 0.566 2.908 +2.342 
Reserve for taxes........2sseeeeeeee coccse 0.076 0.787 +0.711 
Other haar NIRS ccineansiccceaceenss 313 1.334 +1.021 
TOTAL CU RRENT pe 0.955 11.529 +10.574 
Deferred liabilities......... 0.077 — —0.077 
Long term debt.. 2.420 1,227 —1,193 
Reserves........ — 0.600 +0.600 
— Receeverdece Rrareelers decrererce 0.391 0.416 +0.095 
Aer wacineireciceinciseee Se 5.470 +3.051 

Tora. UABILETIES; <<; sc scnccceceeees - 6,262 19.242 +12.980 

WORKING CAPITAL......0-e+eeceeeee 3.126 5.451 +2.325 
Current Ratio......cccccccccccccceccccccs 5 1.4 —2.8 
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BUSINESS: Company and subsidiaries constitute the leading domestic 
organization engaged in the manufacture of athletic goods and equip- 
ment of a wide variety including golf balls and clubs, baseballs, ten- 
nis balls and rackets, footballs, athletic clothing and shoes. Products 
are sold under such well-known trade names as "Spalding," “Reach” 
and "Wright & Ditson."" Company supplies a large proportion of. all 
golf and tennis balls sold in the U. S., all official equipment used by 
the National and American Baseball Leagues, and various athletic 
goods and equipment to colleges and other schools, gymnasiums and 
playgrounds. Products are mostly sold to wholesalers and retailers. 
The only two retail units operating are stores in New York and Chicago. 


OUTLOOK: Company has progressively converted its factories to 
production of war materials while continuing manufacture of all the 
athletic goods possible under existing restrictions. The accumulation 
of a heavy post-war demand for all kinds of sporting goods, manu- 
facture of which has been either stopped or severely restricted to 
conserve essential materials, appears to provide a good outlook for 
future sales. However, the field is highly competitive and in view of 
the unimpressive past earnings record, it remains to be demonstrated 
whether post-war prospects can be translated into substantial earn- 
ings improvement. 


COMMENT: 1944 earnings should at least match last year's $1 per 
share but no initiation of dividends appears in sight. Capital structure 
is somewhat involved with $3.28 million 5% debentures, $1.38 million 
first preferred, $34,400 second preferred and 440,003 shares of $1 
par value common stock outstanding. Working capital position is 
good, current ratio being 5.4 and cash and equivalent about three 
times current liabilities. High operating costs in the past plus inter- 
est and preferred dividend charges tended to keep common share 
earnings at modest levels with net for 1939-43 averaging only 37c 
after a 77c deficit in 1940. 


MARKET ACTION: Recent price—ii34, all-time high for the new 
common stock listed on the Curb Exchange since 1939. 1944 price 
range is 1134—5!/. Being a radical speculation, past volatility has 
been considerably above average. Early listing on the N. Y. Stock 
Exchange is contemplated. 


iat << y SHEET ITEMS 










mil tons 
31 Oct. 31 
1939 1943 Chenge 
ASSETS 
Cr EPP CECCECCCCCTRT COT CCTT OPER ETC 1.168 1.273 +0.105 
Marketable SOCMINES 6 o ccc cccceteccrecasee _- 3.729 +3.729 
Receivables, net.......csccecceecccessees 1.447 1.630 +0.183 
Inventories, net........+ss0 3.899 2.154 —1,74 
Other current assets........- oad 7 os 
TOTAL CURRENT ASSETS. 6.514 8.786 +2.272 
Plant and equipment... 5.704 4.905 —0.799 
Less depreciation..... 4.257 3.731 —0.526 
Net property............- 1.447 1.174 —0.273 
OS ++. 0.805 0.683 —0.12 
WR irik gdncecckacdecedeccunes 8.766 10.643 +1.877 
LIABILITIES 
Accts. payable and accruals...........- wae GAs 1.327 +0.655 
RAMEE NN UEEERs cccccccceccccosccceus oo — 0.286 +0.286 
Other current liabilities. ............e000-: ce _— —_— 
TOTAL CURRENT TVABILITIES Faceusacae 0.672 1.613 +0.941 
PARSE Bie dec eccccvscsccecccaceece 3.281 3.281 _ 
js 0.300 +0.300 
1.955 —0.142 
-716 3.494 +0.778 
TOTAL PRUE ec ecnkeccesceceuae 8.766 10.643 +1.877 
WORKING CAPITAL... 0.0 ccccccccsccces 5.842 7.173 1.331 
Current Ratio. .ccccccccccccccccevsccccese KO 5.4 2 
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Seasonal Pattern 


The stock market has often ad- 
vanced, more or less, in the weeks 
before a national election; and this 
one is trying manfully to do just 
that. So far, the going looks kind of 
laborious. The previous high in the 
industrial average is only a little way 
up—but doesn’t look any easier to 
get through the nearer it is ap- 

roached. A stranger looking at new 
highs in the utility average might 
think Dewey’s election is in the bag 
—yet the betting odds currently are 
reported 3 to 1 the other way. Usu- 
ally the seasonal market pattern has 
been a decline starting in November 
and running into December, espe- 
cially if there has been a good or 
fair prior advance. 





Dividends 


December always brings a flock of 
“extra” dividends, except that the 
term extra is something of a mis- 
nomer. Fewer corporations are on a 
regular quarterly basis than in ear- 
lier years. The tendency is to make 
conservative interim distributions 
and then supplement them with a 
final additional payment late in the 
year when earnings prospects and 
“conditions” can be sized up at least 
better than at earlier periods. On 
the whole, need to build up cor- 
porate cash is less urgent than it was 
a year ago; and this is favorable to 
dividends. But uncertainty as to the 
end of the war and how near we are 
to the reconversion period may work 
the other way. This column will 
guess total December payments at 
perhaps 3 to 5 per cent more than a 
year ago. 


Sears, Roebuck 


A Sears store opened in Havana in 
1942 has done so well that the com- 
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pany is reported to be investigating 
the desirability of opening others in 
several Central American and South 
American countries. One advantage 
would be that profits would not be 
subject to U. S. taxes until taken as 
dividends—but what about foreign 
taxes? As long as there is opportu- 
nity for store expansion at home, it 
would seem preferable to this col- 








STOCKS RECENTLY STRONGER 
THAN MARKET OVERAGE 


Am. Brake Shoe _Lane Bryant 
Am. Chicle Lerner 

Am. Metal May D. Stores 
Am. Tel. & Tel. Melville Shoe 
Cerpenter Steel Murphy, G. C. 
Champ. Paper Nat. Aviation 
Cons. Edison Real Silk 


Container Philip Morris 
Federat. D. Stores Sou. Cal. Edison 
Hollander Unit.-Carr Fast. 
Inger. Rand U. S. Plywood 
Kennecott U. S. Hoff. Mach. 
Kroger Waukesha Motor 




















umn, for mass purchasing power in 
Latin America is pretty low. How- 
ever, Sears, Roebuck apparently will 
play it both ways, expanding at 
home and abroad. Meanwhile, what- 
ever the reasons, the stock and the 
runner-up Montgomery Ward are 
holding very close to previous peak 
levels in the market. 


Container Corporation 


This stock recently ran up to a 
new high for the year, around 29. 
Regular dividend is only $1 but may 
be supplemented as earnings are be- 
lieved at least as good as in 1943 
when the figure was $3.70 a share 
before $700,000 post-war contingency 
reserve. The stock is not extreme on 
best pre-war earnings: for instance 
$2.28 in 1937. In five years the com- 
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pany has sharply increased the ratio 
of its own mill production of paper 
board to its requirements for finished 
containers. It would be aided, rather 
than hurt, by lower pulp and waste- 
paper prices after the war. Growing 
popularity of frozen foods will be in 
favor of paper containers, do tin cans 
no good. The stock impresses this 
column as an interesting speculative 
investment (and not very specula- 
tive, at that) for those willing to 
ignore interim reactions. It has been 
commented on favorably before, else- 
where in our pages. 


United Air Lines 


One thing we like about this air 
transport company is that it is not 
overly ambitious. It thinks the home 
market offers all the expansion op- 
portunities that it wants to go after, 
leaving international adventures to 
others. Its estimates of the future 
potential in flying passengers, ex- 
press and freight—estimates founded 
on very careful research—are the 
most realistic and conservative in the 
game. Its aim is to triple present 
passenger business within, say, the 
next five years. It believes air busi- 
ness will remain dependent on pas- 
sengers of well above average in- 
come. The stock currently looks pret- 
ty steep compared to what it sold for 
a few years ago but the company’s 
post-war potentials are undeniably 
intriguing. 


Butler Brothers 


Butler is a low price stock (re: 
cently around 12) in a relatively sta- 
ble field (wholesale merchandizing) 
and the company is regarded as hav- 
ing a considerable long-term expan- 
sion potential. Earning power would 
be sharply helped by removal or re- 
duction of the excess profits tax. 
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Foreign Orders 


Any report, or even whiff, of large 
foreign orders does not have much 
trouble catching the interest of the 
stock market unless there is some- 
thing else the matter with the par- 
ticular stock involved. Expectations 
of foreign business have loomed 
large in the recent rise of most rail 
equipment shares. Newport News 
Shipbuilding made a new high for 
the year recently — though only 
3% points above the low of 13 — 
following news that it had booked 
a Russian order for nine 100,000 
horsepower hydraulic turbines for 
installation on the Dnieper River at 
Dnieprostroi. General Electric pre- 
viously got a large Russian order 
for the same dam-and-power recon- 
struction project. The latter stock, 
which is notoriously slow although 
itcan have wide percentage changes 
on the major market cycles, is with- 
in 4, of its recovery high as this is 

ritten. 


More Civilian Goods 


Under the “spot authorization” 
plan, resumed production of civilian 
foods has now been authorized in 
a total of about 750 plants, and 
applications are comin in to WPB 
ata rate of about 500 a week. The 
spot plan permits civilian produc- 
ion where makers can, prove to 
WPB, through check by its local 
leld officers, that they line labor 
nd machinery not needed for war 
ork. In many cases, but by no 
means all, materials present no 
problem. The Maytag Company is 
gain turning out washing machines 
sembled in part from parts from 
pre-war inventory, in part from 
omponents it has spot authoriza- 
ion to make. Other products on 
hich spot authorizations have been 
ranted include innerspring matt- 
esses, cribs, curtain'rods, lawn 
lowers, bottle openers, scales, milk- 
ig machines, electric hot plates, 
Aucepans, kettles, steel highway 
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signs, aluminum venetian blinds, 
oil burners, egg beaters, aluminum 
vacuum bottles, silverware, milk 
coolers, septic tanks, manicure in- 
struments, fishing rods and portable 
lamps. Total production of such 
items will remain relatively small 
for some time to come. Neverthe- 
less a sizable part of the production 


bridge between war and peace will 


be built on “spot authorization.” 


Out the Window 


If all residential buildings were 
equipped with storm windows, a 
total of $466,362,805 would be saved 
in heating costs this winter alone, 
according to Government estimates. 
Oil and coal will be far from 
plentiful, and there is no gas to be 
wasted. The Government is plug- 
ging hard for heat conservation 
and we are glad to insert this par- 
ticular plug herewith. You will be 
disappointed, however, if you think 
you can rush out and get quick 
delivery on all the storm sash you 
might want. Lumber is scarce, and 
storm sash makers are very busy. 


Plywood Boom 


We had a feature article in our 
last previous issue on the favorable 
post-war outlook for the plywood 
companies. They are also doing 
quite all right at present. Atlas 
Plywood is understood to have had 
record high shipments and profits 
for the three months ended Septem- 
ber 30, which is the first quarter 
of its fiscal year. Net for the three 
months is estimated at close to $300,- 
000, against $318,286 in the six 
months ended December 31. 


Mathieson Alkali 


A new chemical compound from 
which heat resistant plastic or syn- 
thetic rubber can be made is an- 
nounced by R. E. Gage, director of 
Mathieson Alkali Works. The new 
plastic is expected to be important 
in -electronics and, in_ general, 
wherever electrical insulation at 
high temperatures is reqquired. 
Mathieson was formerly somewhat 
behind the parade in chemical rese- 
arch but has been stepping out 
greatly in recent years. 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 
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“The Light Metals 


The light metals — aluminum 
|| and magnesium — will hardly re- 
|| yolutionize either industrial tech- 
niques or the characteristics of con- 
sumer durable goods. But there 
are a great many feasible applica- 
tions and it would be foolish to 
minimize their competitive poten- 
tial. Aluminum-magnesium alloys 
have great strength and can be 
readily machined. They will com- 
pete with steel to some extent, but 
their most serious competitive 
threat appears pointed toward cop- 
~ per. They can substitute for copper 
in practically every use except elec- 
tric wires and in many uses they 
have one or more advantages over 
copper. Raymond P. Lansing, vice 
president of Bendix Aviation, re- 
cently stated that makers of textile 
machinery and printing equipment 
are among those planning to use 
magnesium in post-war products. 
This company’s Eclipse - Pioneer 
division, which operates magnesium 
foundries in New Jersey, is launch- 
ing an aggressive campaign to ex- 
pand uses of this lightweight struc- 
tural metal in industrial and con- 
sumer products. The old Revere 
Copper & Brass Company is an- 


other which is actively promoting 
future business in magnesium and 
magnesium-aluminium alloys. 


Skelly Oil 


The recent declaration of a $1 
dividend by Skelly Oil will bring 
total 1944 distribution to $1.75 


against $1.50 in 1943. As we have 
pointed out before, oils are i 
_excellent profits and total dividends 
in the industry will be considerably 
higher than a year ago. But evident- 
ly investors are not so confident 
about the early post-war profit out- 
look. Skelly recently sold around 
- 3614, after the dividend news was 
out, against low of 35 and high of 
4234. Most oils are somewhat nearer 
the year’s lows than highs. An 
exception is Sun Oil, which recent- 
ly made a new high. This is a strong 
oil company with an important 
shipbuilding angle in tankers. How- 
ever, we will come out of the war 
with a record fleet of tankers, so 
one must wonder a bit about the 
post-war potential in the building 
thereof. 


Building Prospect 


Home-building activities of boom 
proportions will start in this country 
as soon as Germany is beaten and 
will last for ten years, according 
to Abner H. Ferguson, Federal 
Housing Administrator. Maybe the 
gentleman is not only an expert on 
building but is able to see ten years 
into an economic future which most 
other eyes find somewhat more in- 
scrutable. It has been our notion, 
and that of many other observers, 
that it probably would take a year 
or more after termination of the war 
in Europe for private building to 
reach large proportions. We would 
be happy to see the uptrend last 
five years, which statement is not a 
forecast. 
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DECLINES SHOWN IN RECENT EARNINGS REPORTS 
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White Motor ; 

This company has a huge volume 
of war business but is not forgetting 
the civilian market. Its share of 
the allowable production of civilian 
trucks during the first half of 1945 
is reported to be scheduled at a 
level almost equal to the total num- 
ber of trucks and buses that it pro- 
duced in 1939, the last pre-war 
year. 


Scarcities After V-E Day 

End of the war with Germany will 
not suddenly end present scarcities 
of goods and materials. In a_partial 
list of things that will remain scarce 
for a long time to come, a recent 
WPB survey included cotton broad 
woven fabrics, tin, lumber, paper 
and paper products, anthracite 
coal, natural rubber, sisal, manila 
hemp, corundum, cattle hides, ka- 
pok and pyrethrum. 


Royal Typewriter 

This company got in on war pro- 
duction rather late, but results have 
been improving. In a recent report 
for the fiscal year ended July 31, 
sales were shown to have been $18,- 
758,000 against $13,634,000 in the 
preceding year. Net income equal- 
led 74 cents a share, compared with 
only 23 cents a share the year be- 
fore. Royal may be regarded as 
a peace-time “growth company” 
with an unexcelled trade standing 
in typewriters. 


Television 

Columbia Broadcasting has plac- 
ed an order with Federal Telephone 
& Radio Corporation for a high 
frequency television transmitter to 
be delivered in eight months. The 
latter company is a subsidiary of In- 
ternational Telephone. We have 
been so used to seeing such business 
going to General Electric or Radio 
Corp., or Westinghouse that it 
comes as a bit of a surprise to see 
an I. T. & T. plant get it. However, 
it shouldn’t be, for I. T. & T. has 
been “going to town” on electronics 
research and in equipment design- 
ing and manufacture. 


Rail Passenger Cars 

After being suspended since early 
in 1942, passenger car manufacture 
for the railroads will soon be resum- 
ed, though not on a large scale. 
WPB recently allocated materials 
to American Car & Foundry Com- 
pany for making 50 aluminum cars 
and 15 steel cars. Notice the differ- 
ence in number. Aluminum is a 
surplus commodity, much more 
plentiful than steel. 
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Opportunities for Income and Appreciation 
in Bonds and Preferred Stocks 


BY JACKSON 


MARKET TRENDS: The bond market recently has con- 
tinued to press steadily forward under the leadership of 
railroad lines. In the past two weeks the Dow-Jones av- 
erages for forty bonds gained .g5, second grade rail 
bond averages advanced 2.65 and defaulted rail averages 
go. Activity in listed bonds was extremely heavy, repre- 
senting a depature from the pattern of September, when 
trading was the lightest since July, 1942. 

Fairly heavy investment and trading were witnessed 
in preferred stocks and many new highs were made in 
this group. 

Tax Exempt municipal bonds were somewhat lower in 
light dealings, the Dow-Jones yield index of twenty rep- 
resentative state and city issues increasing to 1.81% as 
compared with 1.78% at end of the preceding week. 

Some profit taking was discernible in a few European 
issues that have been prominent on the upside, and the 
inactive Poland 8s of 1950 reacted to 24. The high this 
year was 31 and the low 14. 


LEHIGH COAL & NAVIGATION COMPANY: A pro- 
posal to refund the Company’s $17,200,000 funded debt 
is being considered by the management although no defi- 
nite plan has been decided upon. A later consideration 
would be the refinancing of the debt of the Company’s 
subidiary, the Lehigh & New England Railroad Co. 


REYHOUND CORPORATION: In its new financing, 
his Company has sold $10,000,000 of 3% debentures 
and 50,000 shares of $100 par value $4.50 preferred stock. 
t has called for redemption on November 3rd, all of its 
¥% preference stock at $11.00 per share and accrued 
lividends. Its retirement will absorb approximately $3,- 
26,070. The balance will be used to retire a small 
mount of subsidiary debt and to pro- 


D. NORWOOD 


from reorganization, and August 31, 1944. This is an- 
other instance of the substantial progress which has been 
made in railroad finances in the past four years. 


DELAWARE & HUDSON COMPANY: Stockholders of 
the Rensselaer & Saratoga Railroad will meet on Novem- 
ber 2nd to vote on a merger of the upstate New York 
line with those of the lessor, Delaware & Hudson Co. 
Plans approved by the I.C.C. in September call for a 
new issue of $8,729,200 Rensselaer & Saratoga general 
mortgage bonds due in 1975, to be exchanged by Dela- 
ware & Hudson Co. for an equal amount of $100 par 
value Rensselaer & Saratoga stock now held by the pub- 
lic. Interest rate on the bonds would be 4.7% for the 
first two years, while accumulated federal income taxes 
of Rensselaer & Saratoga are liquidated, after which 
the rate would rise to 5.5%. Dividends on the Rens- 
selaer & Saratoga stock are 6%. 


GENERAL TIME INSTRUMENTS CORP.: Holder of 
this Company’s $6.00 preferred stock are being offered 
one new share of $4.25 cumulative preferred stock, $100 
par value, and $7 in cash in exchange for each share 
of the $6 preferred. The plan to eliminate the $6.00 pre- 
ferred will be voted upon by stockholders on October 
gist. All $6.00 preferred stock not exchanged under the 
plan will be redeemed on January ist, at the redemp- 
tion price of $110 a share. The proposed new $4.25 
preferred stock will be cumulative and redeemable at 
the option of the Company on a reducing scale begin- 
ning at $107.50 a share in 1945 down to $103 a share in 
1954. Of the new preferred, 50,000 shares will be au- 
thorized, but only 38,380 shares would be presently 
issued by the corporation. 





ide funds for improving terminals 
nd purchasing new equipment. 


UFALLO, NIAGARA & EASTERN 
OWER COMPANY: Two plans for 
e reorganization of this Company 
ave been filed with the Securities & 
xchange Commission. As an inte- 
al part of both plans it is proposed 

refund $57,340,000 of the $68,- 
85,500 total funded debt of constitu- 
nt companies. Incidentally, Buffalo, 
iagara Electric Corp. has called for 
edemption at 102 on November 4, 
944, all of its $684,000 outstanding 
44% serial debentures, Series C, due 
h equal amounts of $228,000 on June 
1940 to 1952, inclusive. 


American Pr. & Lt 
° American Woolen 


Electric Pr. & Lt 
°*Fair (The) 


Guantanamo Sugar 


Hoe (R.) & Co.... 

Intl. Hydro Elec 

Lehigh Valley-Coal 
° Lit B 


*McCord Radiator 
° Minn. M 
New River Co 
Nickel Plate 
*Niagara Hudson Pr 


*Pere Marquette 


°*Philips Jone 
°*Robbins & Myers 


ABASH RAILROAD COMPANY: 
connection with the sale of $47,- 
b0,000 new first mortgage bonds, this 
oOmpany states it has reduced its 
nded debt $20,205,500 between 
Nuary 1, 1942, when it emerged 


United Dyewood 
° Virginia Carolina 
° Ward Baking.. 

Cities Service.. 





PREFERRED STOCKS WITH ARREARS 


° American & Foreign Pr... . 


°* Armour & Co. (Ill.). . 
*Buffalo, Niag. & Eastern... 
° Commonwealth & Southern 


° General Steel Castings.... $6 pfd 


° Hathaway Bakeries. . 


No. American Lt. & Pr... 


° Twin City Rap. Trans. 


*Total earnings in 1942-43, alone, exceed dividend arrears. 
°Some dividend paid in 1944. 
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942 1943 Amount Date 


$8.64 $63.15 10/1/44 
2 34,575 


Regular 
Dividend 
Rate 
$6 cum pid. 
$6 cum pid. 
$7 cum pfd. 
$6 prior pfd. 


$7 cum pfd. 


woo 


pid. 
$8 pfd. 
$7 conv. pfd. 
$4 pte. C1. A 
$3.50 cum pid. 
$3 pfd. 
$6 cum pd. 
$3 Cv. C1.A 
$6.50 pld. 


—pro 


-) 
SPA AWDPRWOPDLOVOVONM|S LP: 


=nm =e 
OURESOROUSR ROBO 


weRZIASuwolRooo@aSam 
wo ~ w 
POBDOOSCOCSDO-“9000S0 


SSB BOUSSOWIDUGDSS 


sro o=OOUhOWhU 


Ww 





6.35 
31.30 10/1/44 














CTOBER 28, 1944 
























ae St. 2. 





Prosrerrry has been visiting the makers of stock- 

ings and socks during the past few years, but the further 

duration of its stay and what will succeed it are uncer- 

tainties. ‘The huge demand for socks for the armed 

forces (and stockings for the Waves, Wacs, lady Ma- 

| rines and Coast Guard members) has been one of the 
factors producing the great increase in sales of these gar- 
ments. Another has been the general prosperity of the 
civilians and their free spending habits for such things 
as are readily obtainable. Some shortages of certain 
lines of hosiery have forced the wearers, against their 
will, to take what can be had. Thus silk and nylon 
items have been reduced to small proportions (black 
markets have some) and rayon and cotton yarns have 
been substituted in the higher priced lines. In the 
lower-cost items, cotton al- 
ways had been the material 
used, and more recently, 
cheaper rayons have been 
prominent. 

The total sales of ho- 
siery have steadily risen in 
recent years to the highest 
total ever, in the 1941-4 
period. Until 1939, the 
highest level reached was 
about 125 million dozen 
pairs a year. In previous 
decades, the total had been 
below 100 million dozen 
for a long time and the 
peak year of 116.9 million 
dozen in 1929 was one that 
the hosiery trade looked 
back to with longing in 
the next few years. But 
by the later 1930s, the old 
records were being eclipsed, 
with 136.7 million dozen 
pairs produced in 1939. It has been averaging above 
150 million dozen in the 1941-4 totals. This, in terms 
of ordinary arithmetic, is 1,800,000,000 pairs of hosiery 
a year. That looks like a very large figure, but reduced 
to a basis of “how much each for every man, woman 
and child in the United States,” it becomes 14 pairs of 
socks or stockings for each of us a year, or one pair every 
twenty-six days. 

Stocks of hosiery in wholesale and retail hands are 
large for certain cotton types and cheaper rayons, but 
small for the higher priced rayons and woolen ones, and 
very small for silk and nylon. A lisle mesh stocking for 
women that went well for a time in 1943 is said in some 
circles to be passing very poorly this year. The place 
where a huge demand, just to bring inventories to nor- 
mal, will develop after the war is only in the nylon and 

silk hose, with some possibility that demand for silk 

will be way down the list in the post-war period. 
Which brings us to the subject of nylon stockings. We 

have personally asked a large number of women which 
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HOSIERY COMPANIES 
LOOK TO THE WAR’S END 







Nylon stockings will be in great demand 
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“poor | 
TRAVIS employ 

buying 
they would prefer, in the same gauge—silk or nylon. Bpast, th 
Without exception, they said “Nylon.” This is not pre: Fvious fi 
sented as a census, for the total number might be too § In tl 
low and too much in one economic strata to be repre- Fsands o 
sentative of the whole country. Furthermore, they have [coats ( 
seen very little of silk stockings for several years, even fimembe 
though their purchases of nylons have also been limited. the san 
But the reasons given were mostly, “Nylons greatly out FMillis | 
wear silk.” The following is given with the reservation farmed | 
that it is “what we were told.” Nylon stockings, it seems, frary tun 
very greatly outdistance other competing fabric in stock fexpensi 
ings for endurance. They can be worn for an endless ional e 
period, if washed with the purest soap flakes the day fthe sma 
after they have been used, then put away, after careful ind the 
drying, for at least two days. One young lady stated fin 1929. 
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that they would last for at 
least goo wearings, if so 
nurtured. Another stated 
that she had worn five 
pairs of nylons, rotated, 
for nearly three years and 
that not one had given 
way yet. Whether these 
claims are exaggerated, or 
not, it does seem certain 
that nylon is the most en- 
during of the stockings 
which have been available 
in the past. 

Some other even tougher 
yarns may be coming. ‘The 
rayon makers have devel: 
oped some very stout yarns 
for use in automobile tire 
fabrics and for parachutes 
(nylon still seems to be the 
toughest for this purpose, 
however). The Dow 
Chemical Co. has a syn 
thetic cord which has tremendous resistance to wear and 
strain, and other synthetic fibers are on the market 0 
similar toughness, and some of these may be developed 
for use in hosiery. 

What are the hosiery makers going to do when the 
average stocking or sock outlasts anything they have 
known before? If they last twice as long, that cuts sale 
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By Ewing Galloway 
















































in half, for after all, the huge demand for hosiery in thd Name 
past has been one of necessity, to replace the ones witli! Adams-\ 
holes in the toe or heel, or with bad runs down the maitff Devenfor 
surface. At first, prices for nylons, or whatever stoutel ee | 
hosiery is marketed, may be high, but as production Off Interstate 
the yarns increases, prices will decline. It is with suclff Julius Ka 
matters in mind that the position of the hosiery com Mojud k 
pany stocks should be examined. What ones will b Rest a 
able to continue to show satisfactory profits a year Off Van Raal: 
two after the war is over is the main interest, rathejf Wayne K 
than recent good earnings. (a) Year 
Probably Adams-Millis Corporation is as favorabl} *After 


situated as any in this field, as it has specialized fol 
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many years in the lower-priced products, predominating Judson, Voehringer Co., which has been known for many 
in the cotton yarn types for men and children, and cot- years in the markets and in the hosiery advertisements 
ton, lisle and cheaper rayons for women. Its products of its “Mojud” ladies’ full fashioned silk hosiery. It 
are carried by many of the chain stores and by mail _ has had a consistent earnings record, showing [rom $1.24 
order houses, and the ultimate consumers are mostly a share in 1936 to $2.80 in 1941, and averaging well 
people in the moderate and lower income groups. It over $2 annually for ‘the period. After paying three 
js rue that the ladies of even what were once called dividends of 25 cents a share each in 1944, the company 
“poor families,” through the fact that so many are today gave stock dividends on each share of common, of 1/6 
employed at higher pay than they ever knew before, are» share of new preferred stock and 14 share of common. 
buying expensive apparel, but as history has been in the The common is to receive 35 cents a share in cash in 
past, they can be expected to return to about their pre. December. The capitalization now consists of 29,468 
vious financial standing in future years. shares of $60 par value 5% preferred and 176,808 shares 
In the First World War period, hundreds of thou- of $2.50 par common. 
sands of factory workers bought silk stockings and fur There are two companies which are prominent in the 
coats (the men went in for $12 to $go silk shirts. Re- medium to higher-priced stocking field which have othe 
member?). It was not long after that they were buying important sources of income. ‘These are Julius Kayser 
the same type of things as before that war. Adams- & Co. and Van Raalte Co. Both make ladies’ under- 
Millis has sold huge quantities of its products to the wear, gloves and other small items of feminine attire. 
rmed forces, so it has thereby made up for the tempo- Kayser is one of the three largest makers of ladies’ full- 
rary turning of many of its former consumers to more fashioned hosiery (silk before, rayon now), yet half of 
expensive hosiery. The corporation has had an excep- its income comes from other lines, including its retail 
ional earnings record over a long period during which — stores, and foreign subsidiaries. Kayser has had mixed 
he smallest net income in any year was $2.5g a share earnings in the past, with occasional very good years, 
ind the largest $4.49, or almost equal to the $4.83 shown others with small net or deficits. Its record since the 
nig2g. ‘The 1943 net of $3.89 is expected to be mod- war started has been the best since the 1920s. In the 
rately exceeded this year. The dividend rate has been 1942-4 fiscal years, it averaged over $3.50 a share annu- 
‘onservative, with the result that a large working capi- ally, but in the third of these years, to June go last, had 
al and book value has been built up. The company only $3.16, with rising costs and taxes the cause. A 
as only one class of security, consisting of 156,000 shares moderate further decline is indicated for the present 
f common stock of no par value. fiscal year. It has only one class of security, consisting 
Wayne Knitting Mills has had a good record for each of 379,801 shares of $5 par. 
ear since the company was started. In 1936, its stock Van Raalte has had an exceptional earnings record, 
vas distributed as a stock dividend to Munsingwear _ starting in 1935, but had some bad deficits in the early 
ommon shareholders. It carries medium and lower- 1930s. The lowest net in any year from 1935 on was 
priced lines of hosiery. In several years, it had well over $4.20 a share and the highest $6.93. This company 
2 a share net on its common stock. The 1943 net was also can look to its other products for good earnings, if 
1.87. The capitalization consists of $674,850 6% pre- the demand for hosiery declines. It makes underwear, 
erred and 150,000 shares of $5 par common stock. fabric gloves, netting, veiling and fabrics. The com- 
Interstate Hosiery Mills, Inc., is another which has _ pany has a small issue of 7% preferred ahead of the 
had a good earnings record in recent years, but showed 129,281 shares of $5 par, but is currently offering addi- 
n occasional poor one. This company specialized in tional common stock to double the outstanding amount, 
omen’s full-fashioned silk hosiery before the war, but increase the par to $10, and use the funds for the retire- 
as turned to rayons in the past few years. Since 1938, ment of the preferred shares. 
t averaged over $3 a share annual net on the common Phoenix Hosiery Co. has especially benefitted from 
It has been retiring a large amount of common’ war conditions, showing good results for 1941-3, after 
At the end of 1943, there were 98,291 shares, of a long period of generally poor earnings, including some 
0 par value. large deficits. As a result of this recent gain, the com- 
Mojud Hosiery Co. is the new name of the Mock, _ pany retired its first preferred (Please turn to page 102) 











Statistics of Leading Hosiery Companies 


Net 
Cur. 
Gross Net Assets* Earned per Com. Share Dividends 
Income Current per Book Avg. Est. 1936-9 Est. Recent 
Name 1943 Assets [~Com.Sh. Value 1936-9 1943 1944 Avg. 1944 i 
Adams-Willis. .. $9,033,810 $2,904,746 $18.62 $33.57 $3.49 $3.89 $4.00 $1.69 $1.75 
Davenfort Hos. Mills......... 3,894,546 1,081,052 7.46 24.47 2.45 3.83 3.50 1.37 2.00 
Durham Hos. Mills “B’...... 3,605,944 1,221,301 nil 7.16 def.0.70 1.82 1.35 nil 
Gotham Hosiery 7,508,165 2,676,115 0.85 *6.63 _. 0.26 1.24 1.50 nil 
Interstate Hos. Mills. . : - 1,808,905 19.42 ; : 3.59 3.00 1.44 
Julius Kayser.............+. 23,941,496(a) 8,771,538 23.71 86 ~° 1, rt 3.00(b) 1.37 
Mojud Hosiery........---.: —-— 2,055,482 9.83 20.56 1.95 2.76 2.00 0.71 
Phoenix Hosiery..... : —- 4,392,257 8.14 24.79 def.0.04 1.63 1.75 nil 
Real Silk Hos. Mills......... 14,058,314 2,934,040 10.92 21.10 0.08 3.76 i 
Van Raalte............+++++ 14,033,940 4,416,288 22.98 492.11 5.23 5.26 
Wayne Knitting Mills........ 4,399,086 1,592,218 6.11 14.69 1.49 1.87 
(a) Year to June 30, 1944. (b) Fiscal year to June 30, 1945. (c) Plus stock—see text. 


*After deducting prior securities. 
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The Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self 


addressed envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Delaware Power & Light Co. 


“T am interested in obtaining informa- 
tion regarding Delaware Power & Light 
Company and would appreciate anything 
you can give me.”’—A.L.M., Cleveland, 
Ohio. 


Delaware Power & Light Company 
was originally incorporated in Dela- 
ware in 1909 as American Power 
Company. In 1938, merged with Wil- 
mington Light & Power Company, 
Wilmington City Electric Company, 
Newcastle County Electric Company, 
and Seaboard Electric Company and 
Wilmington Automatic Telephone 
Company, and name was changed to 
Delaware Power & Light Company. 
Furnishes electric service and manu- 
factured gas in Wilmington and most 
of northern Delaware serving a popu- 
lation of almost 180,000. Also sup- 
plies electricity at wholesale to the 
Chester County Light & Power Com- 
pany and the cities of Newark and 
New Castle and gas at wholesale to 
the Chester County Light & Power 
Company and the Elkton Gas Com- 
pany. Industries in the community 


include shipyards, iron and steel . 


works, car shops, railway equipment 
plants and foundries. Properties are 
phitconnected with the Philadel- 
compaectric Company system and 

from the ibtains its requirements 

tract is non-er. The electric con- 

cember 31, 1944 #!able before De- 

4le records do 


96 


not give any time limit on the gas 
contract. 

The common shares were all 
owned by United Gas Improvement 
Company. In 1943 steps were taken 
looking toward an interchange of 
properties between United Gas Im- 
provement Company and Associated 
Gas & Electric, whereby certain 
properties in Pennsylvania would be 
transferred to Associated Gas & Elec- 
tric and United Gas Improvement 
would obtain Eastern Shore Public 
Service and Maryland Light & Power 
Company. As these details are quite 
intricate we shall dispense with them 
here except to state that in the re- 
capitalization incident to the acquisi- 
tion of these properties the common 
shares of Delaware Power & Light 
Company were increased from 375,- 
ooo shares to 1,162,000 shares. On 
December 28, 1943, the Securities 
Exchange Commission approved the 
plan to distribute 1,120,600 shares of 
Delaware Power & Light Common 
to United Gas Improvement stock- 
holders, distribution to take place 
about May gend, 1944. It was subse- 
quently announced that the directors 
of United Gas Improvement ap- 
proved distribution of the Delaware 
Power & Light Common and that 
the distribution would commence 
about May 18, 1944. United Cor- 
poration would receive a large block 
of these shares from its holdings of 
United Gas Improvement, and will 


Inquiries. 


distribute its holdings of Delaware 


Power & Light in accordance with® 


the plan intended to retire 50% of 
the United Corporation Preferred. 
A recently published statement of 
earnings shows earnings of $1.03 for 
12 months ending March 31, 194 
compared with $1.05 the year before. 
The 1943 earnings were probably 
computed on a basis of consolidation 
of predecessor units though this is 
not specified in the published figures. 
This would compare favorably with 
the rather steady previous record of 
Delaware Power & Light before 
allowing for the exchange of prop. 
erties with Associated Gas & Electric. 
A dividend of 20 cents was paid 
July 31 to stock of record July 1, 
1944. If this is to be a quarterly 
rate, annual income for the shares 
would be 80 cents and the return 
would be about 5.5%. Taking all of 
the factors into consideration, it 
would seem that these shares are 
amply priced at nearly 15 times 
earnings and 20 times dividends. 


Public Service of New Jersey 


“What, if anything, is the matter with 
Public Service of New Jersey, that it is 
selling at what seems on the surface to be 
a very low price?”—I.L.8., Ohio. 

Public Service Corporation of New 
Jersey was incorporated in New 
Jersey in 1903 and has a charter in 
perpetuity. It is primarily a holding 
company owning stocks of subsidi- 
aries which furnish gas, electric and 
transportation service. Principal op 
erating units are Public Service Elec 
tric & Gas Company, Public Service 
Co-ordinated Transport, Atlantic 
City Gas Company, County Gas 
Company of New Jersey and Peoples 
Gas Company of New Jersey. As late 
as 1942, about 50% of the common 
shares of Public Service of New Jer: 
sey were owned by United Corpora 
tion and United Gas Improvement! 
Corporation but these shares are now 
largely held by the public as a result 
of distribution to holders of United 
Corporation and United Gas Im 
provement corporation stock in cor: 
porate simplification procedure. 

(Continued on page 108) 
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CONCLUSIONS 


MONEY AND CREDIT—September 
dividends totaled 372 million —7%, 
over last year. Disbursements for 
nine months came to $2.5 billion—up 
3.5%. 


TRADE—Department store sales in 
week ended Oct. 7 were 16% above 
like period last year, against gains of 
only 12% for four weeks and 8%, for 
year to date. 


INDUSTRY—General wage increase 
apparently shelved for time being; but 
artificially high prices for farm staples 
necessitate export subsidies. 


COMMODITIES—Spot and futures 
indexes recede moderately under prof- 
it taking after advancing to new war- 
time highs. 


Jhe Business Analyst 


With all components of our index, save steel 
operations, paperboard production and bank 
debits outside New York City, reporting less 
than normal seasonal improvement, per capita 
business activity has sagged another 1% 
since our last issue, to the low point of the 
year; but is still 2.59%, above the like level a 
year ago. 

* * * 

Department store sales in the week ended 
Oct. 7 were 16% ahead of last year, com- 
pared with gains of only 12% for four weeks 
and 8% for the year to date. Despite mount- 
ing sales, retail store inventories at the end 
of August were 2% larger than a year earlier. 


* * * 


Cash dividend payments reported for 
September amounted to $372 million, an in- 
crease of 7% over September, 1943. Disburse- 
ments for nine months totaled $2.5 billion— 
3.5% ahead of the like period last year. For 
the nine-months' period, manufacturers’ divi- 
dends, which accounted for a little more than 
half of the payments, showed an increase of a 
litle less than 7%; with the automobile division 
reporting a 29%, increase and oil refining a 
gain of 15%. Textile and leather dividends 
were off 3%, and electric power and light 

(Please turn to the following page) 
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1935-1939 = 





BUSINESS ACTIVITY 
PER CAPITA BASIS 
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INDEX 
































Inflation 


Factors 





Latest Previous 
Wk.or Wk. or 
Date Month Moath 


PRESENT POSITION AND OUTLOOK 











FEDERAL WAR SPENDING (#f) $b 
Cumulative from Mid-1940............. 


Oct. I 1.72 1.80 
Oct. I] 224.8 223.1 





FEDERAL GROSS DEBT—$b 





MONEY SUPPLY—$b 


Demand Deposits—101 Cities..... 
Currency in Circulation................ 





Oct. 11 209.6 209.4 








SANK DEBITS—13-Week Avge 


New York City—$b..........0..000... 
100 Other Cities—$b.............0....... 





INCOME PAYMENTS—S$b (cd) 
Salaries & Wages (cd).............. 
Interest & Dividends (cd)............. 
Farm Marketing Income 
Includ'g Govt. Payments (ag)..... 





CIVILIAN EMPLOYMENT (cb) & 


Agricultural Employment (cb)___ 
Employees, Manufacturing (Ib 
Employees, Government (Ib) 

UNEMPLOYMENT (cb) m 





FACTORY EMPLOYMENT (Ib4) 


Durable Goods oo....o.....cceeeccceeceeeees 
Non-Durable Goods ................... 


FACTORY PAYROLLS (Ib4) 





FACTORY HOURS & WAGES (ib: 


PD DNIY PUOING \ssccsecsssvsssesessenocsseces 
Hourly Wage (cents) ................... 
Weekly wage ($)__....__.__. Bi Ln 














PRICES—Wholesale (ib2) 
EC. | ae ee 





COST OF LIVING (Ib3) 


RUMRUMIIIND 0535 ccsbon te cacasscsessesssscontooss 





RETAIL TRADE 
Retail Store Sales stead “ine Be ccatesk 
Durable Goods ............... wee 
Non-Durable Goods ..................... 
Dep't. Store Sales (mrb) ae Lees 
Chain Store Sales (ca).... a 





MANUFACTURERS’ 


New Orders (cd2)—Total.....__. 
Durable Goods .................—. 
Non-Durable Goods _.____....... 

Shipments > eam 
Durable Goods .. ona 
Non-Durable Goods 





BUSINESS INVENTORIES—$b 
End of Menth (cd)—Total.......... 


Manufacturers’ 

CSS TSS ES fe eee ee eee eee 

Retailers' a 
Dept. Store Stocks (rb2) — Sa Os 








(Continued from page 97) 
payments declined 4%. Railroad dividends were 
up nearly 3%, and trade gained more than 3%, 


* * * 


Reported placing here by France of orders for 
$200 million worth of locomotives is but the 
harbinger of huge export demands for help in| 
rebuildng Europe, Asia and the Orient that wil 
continue for many years after the war. No one 
knows yet how these will be financed; but when 
nations are in dire need, money is never a reall 
hindrance. Many of our readers doubtless recall 
pre-war forecasts that there never could be an-| 
other world war, because the cost would be s0| 
stupendous that it could not be financed. 


* * * 


Between the end of the first world war and 
1929 the United States and its investors pumped] 
$8 billion ino foreign countries (not to mention 
$7 billion loaned before the Armistice), thereby 
warding off for ten years a world-wide collapse 
in business that was threatened as early as 1918, 
People say we will not be much "succors" next 
time. "Wanna bet?" This time the export de- 
mand will be far greater, and the temptation to 
sell our goods that much bigger, even if the 
credit standing of prospective customers may 
not bear too close scrutiny. 


* * * 


Incidentally, the latest, if not the last, official 
word on Lend-Lease is that, after "V-E" day, it 
will be confined to countries fighting Japan. In 
fact, as a step toward shifting our exports to @ 
cash-and-carry basis, the Government (through 
the FEA) has already begun to curb a tendency 
among our war-time Allies to acquire needles 
quantities of foods (particularly semi-luxuries) 
under Lend-Lease. But we could find another 
name for "Lend-Lease," such as “Long term 
credits through the Export-Import Bank." 


* * * 


Recent decision by the WPB that it would not 
advise the President to break the Little Steel 
formula tying wages to living costs, seemingly 
sets at rest much speculation as to whether War 
Mobilization Director Byrnes spoke for the Ad: 
ministration in his widely publicized statement 
that government controls over wages and 
prices must be maintained after the defeat of 
Germany and until total victory has been won in 
the Pacific. 


* * * 


Along similar lines is a recent statement by 
the Federal Reserve Board that instalment 
buying controls will be continued until Ger- 
many and Japan have been defeated and until 
civilian production has caught up with demand. 
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PROBUCTION AND TRANSPORTATION 


Latest Previous Pre- 
Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor 
oe ACTIVITY—1— 
(M. W. S. ae omgagg Lr Penge ae ep aan be Explained one official: "We would just be asking 
for inflation if we made things easy to buy when 
so few durable goods are available for purchase." 











INDUSTRIAL PRODUCTION (rb3) Aug. 232 231 242 174 
Durable Goods, Mfr Aug. 349 348 365 215 
Non-Durable Goods, Mfr... .... Aug. 166 165 178 141 se # 

CARLOADINGS—#—Total Oct. 878 913 906 833 For the record it may be noted that, since war 
Manufactures & Miscellaneous. Oct. 40! 418 401 379 was declared in early Sept., 1939, weekly wages 
Mdse., L. C. L. = bi pe oe PS 156 in the U. S. have jumped 100%, against a rise 

Get. 49 50 - 60 = of only 28% in Living Cost. In England, during 


ELEC. POWER Output (K.w.H.)m Oct. 











the same period, increases have been 80% in 
4,375 4,366 4,342 3,269 weekly wages and 30% in Living Cost. 
SOFT COAL, Prod. (st) m Oct. 11.6 12.1 12.1 10.8 * k 


Cumulative from Jan. Oct. 483 471 457 466 
Stocks. End Mo Aug. 63.8 61.4 75.3 61.8 





SN™N TN TNNNNN 


Few recall, moreover, that back in 1942, Pres- 
ident Roosevelt issued a directive ordering the 


ge ering tage Oct. 4.69 4.76 439 4.1, | WLB to approve no decreases in wages below 


Gasoline Stocks Oct. 78.55 78.03 69.01 87.84 | the highest rate of Jan. I-Sept. 15 of that year; 
Fuel Oil Stocks. Oct. 64.64 64.23 66.88 94.13 | except to correct inequities to workers and to 
Oct. 46.08 45.33 40.51 54.85] aid the war effort. This order, based upon the 
LUMBER, Prod. (bd. ft.) m Oct. 582 614 604 632 Stablilization Act which was extended earlier this 

Stocks, End Mo. (bd. ff.) b. Sept. 4.0 3.6 4.2 12.6 | year to mid-1945, thus places a floor under 
wages throughout the present fiscal year, unless 

















STEEL INGOT PROD. (st.) m Sept. 7.19 747 7.51 6.96 . 
Cumulative from Jan. | Sept. 67.2 60.0 66.4 74.69 | revoked meanwhile. 


ENGINEERING CONSTRUCTION 
AWARDS (en) $m Oct. 12 57.7 26.5 72.9 93.5 With wages and farm prices pegged at an 


Cumulative from Jan. | Oct. 12 1,464 1.406 2,599 5,692 artificially high level, reconversion will be ham- 
MISCELLANEOUS pered, and our export trade after the war will 
Paperboard, New Orders (st)t.... Oct. 217 161 157 165 have to be subsidized in one way or another, 


Machine Tools, New Orders—$m.... Aug. 40.0 31.9 33.5 80.0 except in the unlikely event that other nations 


Cigarettes, Domestic Sales—b Aug. 22.3 20.3 237 17.1 : d ; 
Hoisery Production (pairs)m Aug. 153 121 148 150 should accept passively a substantial devaluation 


Footwear Production (pairs)m Aug. 41.1 st? 39.9 34.8 of the dollar. 
_ Hide & Lthr. Stks., End Mo.(hds.)m Aug. 11.0 10.7 9.5 14.0 

ag—Agriculture Dept. b—Billions. ca—Chain Store Age, 1929-31—100. cb. Census Bureau. cd—Commerce Dep't. cd2—Commerce 
Dep't., Jan., 1939—100. cd3—Commerce Dep't. 1939—100. cdlb—Commerce Dep't. Index (1935-9—I00) using Labor Bureau & other 
data. en—Engineering News-Record. I—Seasonally adiusted Index. 1935-9—100 Ib—Labor Bureau. Ib2—Labor Bureau. 1926—100. Ib3— 
Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. m. Millions.mpt—At Mills, Publishers && in Transit. mrb—M.W.S., using F.R.B. data. 
np—Without compensation for population growth. pc—Per capita basis. rb2—Federal Reserve Board, adjusted index, end of Mo., 1935-9 
—100. rb3—Federal Reserve Board adjusted index, 1935-9—100. st—Short tons. t—Thousands. tf—Treasury & R. F..C. 


THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 


No. of ————-1944 Indexes (Nov. 14, 1936, Cl—100) High Low Oct. 14 Oct. 21 
Issues (1925 Close—100) High Low Oct. 14 Oct. 21 100 HIGH PRICED STOCKS... 72.33 62.77 71.48 71.39 
283 COMBINED AVERAGE ..... 100.7 79.5 99.4 99.4 100 LOW PRICED STOCKS... 107.89 75.33 106.10 105.16 


Investment Trusts... = 42.7 34.0 41.8 42.2 
Liquor (1927 Cl—100) ...... 365.4 291.4 349.0 352.9 
Machinery 126.0 105.2 126.0E 125.3 
Mail Order ; 100.3 82.5 99.4 98.1 
Meat Packing ......... ._ 70.4 55.5 66.0 65.9 
Metals, non-Ferrous . . 150.4 116.4 137.1 138.0 
zane = Kel 12.9 17.6 18.1D 
Petroleum 2... ee 143.5 121.3 129.7 130.8 
Public Utilities... 59.9 48.7 59.5 57.6 
Radio (1927 Cl.—100) . 31.1 215 28.6284 
Railroad Equipment ee 7. 51.5 64.7E 64.6 
Railroads _..... . eee 7, 14.1 18.9 19.0 
Shipbuilding - . 9S 70.3 87.7 915A 
Soft Drinks . 391.0 305.2 390.0 383.3 
Steel & Iron itécone’ “Oaee 65.7 78.8 78.5 
Sugar fe aw. SOO 41.7 50.7 50.6 
Saline oe k . e2 160.7 165.6 167.8 
Textiles Pee ene el. fh 48.0 53.2 53.9 
Tires & Rubber ....... as, cee 25.4 32.3 32.6 





* * * 


























4 Agricultural Implements ... 178.9 148.6 175.5 171.7 
9 Aircraft (1927 Ci—I100) ... 153.9 118.5 151.7 153.9A 
5 Air Lines (1934 Cl—100)... 543.2 421.9 534.8 536.1 
OD AMUSOIMNONE ...6c--.550.-c25° E22 68.2 74.3 73.7 
13 Automobile Accessories . 183.9 119.0 180.6 178.8 
12 Automobiles . 343 17.6 33.4 31.6 
3 Baking (1926 Cl.—100) - : 15.0 12.9 14.1 14.2 
3 Business Machines .......... 218.6 171.9 217.3 218.6G 
2 Bus Lines (1926 Cl—100). 125.2 101.9 116.0 117.0 
5 Chemicals ................... 197.6 176.0 189.1 187.7 
4 Communication 78.3 57.1 73.3 72.4 
12 Construction 0... ~=—43.0 33:1 41.7 42.0 
6 Containers 286.4 220.1 276.5 276.1 
8 Copper & Brass ......... ‘ 62.5 72.1 TUT 
2 Dairy Products .....................- A 38.6 47.6 475 
6 Department Stores _............ ; 28.2 38.5 39.16 
5 Drugs & Toilet Articles : 81.0 108.9 107.9 
2 Finance Companies A 216.1 245.2 242.0 


7 Food Brands ; 123.1 136.3 137.9 
2 Food Stores E 46.5 54.1 54.2 NOBAC@Or ee 60.2 69.5 69.4 


MRNA a oso sb e cats ous cn cess . 56.4 80.8 80.0 Variety Stores 257.9 219.7 256.4 255.7 
3 Gold Mining ; 879.8 954.7 958.3 21 Unclassified (1943 Cl.—100) 131.4 98.7 128.6 130.6 


New HIGH since: A—1I943; D—1940; E—1939; G—1937. 
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Since our last issue, prices of farm staples, both spot 
and futures, turned mildly reactionary on profit taking, 
after rising sharply to a new war-time high under the in- 
fluence of Government support measures. One of the 
big post-war problems is going to be how to maintain 
normal international traffic in farm products in face of 
such trade hampering devices as export subsidies, import 
restrictions and official buying and selling monopolies to 
which most foreign governments, as well as our own, are 
committed for an indefinite readjustment period following 
the war, with the object of supporting prices. Only last 
week, for example, the CCC reached a tentative agree- 
ment with representatives of the cotton industry under 
which that Agency will continue to buy cotton at the 





Trend of Commodities 


official support price and resell abroad at world prices 
which, even now, are several cents lower than domestic 

uotations. Obviously two can play this subsidy game % 
that some sort of international agreement must be reached 
if it is not to end in chaos. The Agriculture Department 
believes that, while next year's farm acreage under cul. 
tivation will not be much below this year's, there will have 
to be substantial curtailment in production when foreign 
agriculture recovers from the blight of war. Meanwhile 
the winter outlook for civilians here at home points t 
continued scarcity of butter, fats, linseed and other oik, 
cotton and woolen goods, turkeys, tin, sisal, hard coal 
paper, tires and lumber; but more sugar and bananas. It 
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is believed peak food prices are past. 
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Date 2 Wk. 1 Mo. 3 Mo. 6 Mo. I Yr. Dec. 6 

Oct. 14 Ago Ago Ago Ago Ago 1941 

28 Basic Commodities ...... 183.3 182.7 182.2 182.4 180.7 176.1 156.9 
11 Import Commodities .... 168.7 168.7 168.4 168.4 168.2 167.7 157.5 
17 Domestic Commodities 193.4 192.5 191.7 191.7 189.3 181.8 156.6 
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Average 1924-26 equal 100 


1944 1943 194Z 1941 1939 1938 1937 
Li) aerate ee er 98.13 96.55 88.88 84.60 64.67 54.95 82.44 
BOW aos scien ko . 92.44 88.45 83.61 55.45 46.50 45.03 52.03 








U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. | Mo.3 Mo. 6 Mo. I Yr. Dec, 

Oct. 14 Ago Ago Ago Ago Ago 1% 

7 Domestic Agricultural... 225.3 224.5 222.0 224.0 222.2 209.5 163! 
N2oRrooUstUt: . sctec-- sone ne 208.4 207.4 207.0 207.5 207.1 199.6 169 
16 Raw Industrials .............. 166.4 166.0 165.4 165.1 163.0 160.2 14 


SPOT COMMODITY INDEX 


JULY AUG. SEPT. OcT. 
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15 Commodities, December 31, 1931, equal 100 
Copyright by Moody's Investor Service 
1944 1943 1942 1941 1939 1938 19% 
RGR, oe 252.5 249.8 239.0 219.0 172.3 152.9 2 
LOW oo cece eneeneeee---- 247.0 240.3 220.0 171.6 138.4 130.1 I 
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} work is now being done. 








The Trend Toward Mergers 
and Diversification 





(Continued from page 68) 

A company looking widely beyond 
its former activities—which were the 
building of freight cars and the op- 
eration of a fleet of refrigerator 
and tank cars—is General American 
Transportation. It recently acquired 
McCoy, Jones & Co., makers of fab- 
ric notions and bias tape, also of 
plastics. Previous acquisitions in- 
cluded the Louisville Dry Machinery 
Co., the Turbo-Mixer Corp., Inc., 
the American Machine Co., and the 
Conkey Sales Engineering Organiza- 
tion, engaged in engineering and 
selling of process equipment for the 
chemical, oil, food, paper, distilling 
and other industries. General Amer- 
ican Transportation has a commend- 
able earnings and dividend record, 
with considerable stability resulting 
from its car leasing line. Much war 
It will, 
of course, take time for the benefits 
of increasing diversification to find 
reflection in earnings. Meanwhile, 
one can take them on faith—or not. 
Accepting the back record as a meas- 
ure of managerial ability, faith prob- 
ably is justified. 

Rheem Manufacturing Company 


was chiefly a maker of steel tanks, 


drums and pails. Originating on the 


p Pacific Coast, it had fast growth in 


these lines, then got ambitious for 
greener pastures. Recently it bought 
the Stokermatic Co., a leading maker 
of automatic coal stokers, furnaces 
and water heaters. Previously it 
had acquired a large stock interest 
in Platt-LePage Aircraft, makers of 
helicopters. Rheem sales expanded 
from $2.6 million in 1935 to $6.5 
million in the depression year 1938; 
to $9.1 million in 1939 and to in- 
flated war level of $54.8 million last 
year. Operating income was $189,- 
850 in 1935, $925,370 in 1939, $7,- 
055,000 last year. Despite diversi- 
fication, post-war volume will neces- 
sarily be much lower than now. 
owever, in view of good pre-war 
prowth trend, the stock (now around 
17) looks like an interesting specu- 
ation to consider on reactions. 
Incidentally, Bethlehem Steel 
bought a one-third stock interest in 
Rheem Manufacturing last year and 
ecently has further broadened its 
Ctivities by purchase of the Amer- 
can Well & Prospecting Co., of 
Texas, which (not quite living up 
o the name) is a maker of drilling 
igs, oil well pumps, etc. It may also 


pe noted here that United States 


teel has likewise been acquiring 
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units outside of its former field. It 
acquired the Witte Engine Works, 
makers of diesels and other type en- 
gines for oil well pumping and in- 
dustrial uses; and also bought a 
stock interest in Gunnison Housing 
Corporation, a pioneer in prefabri- 
cated homes. In the case of these 
two largest steel companies, the “reg- 
ular” business is so large that the 
relatively modest moves for diversi- 
fication can not be giving much 
weight in speculative-investment con- 
siderations. 

Among the sharpest diversification 
shifts have been those of the Peter 
Fox Brewing Company; the J. M. 
Huber Corp.; a prominent maker 
of printing inks; and North Amer- 
ican Car Co., operator of railroad 
tank and refrigerator car fleets. All 
have gone into the oil producing 
business, generally but not exclu- 
sively in partnership with oil com- 
panies. Fox, listed on the Curb Ex- 
change, recently had a sharp advance 
on an increase in dividend due to 
oil profits. Oil prospecting is specu- 
lative business, especially for new- 
comers. These may possibly do well 
at it but they are situations that do 
not lend themselves to any analytical 
investment approach. 

In the liquor industry war-time 
prosperity—also necessity in at least 
some cases—is inducing further 
“rounding out” and diversification 
moves. These have included one 
big deal: purchase of Frankfort 
Distilleries by  Distillers-Seagram. 
Schenley has fortified itself in the 
wine and beer field, and is aggres- 
sively pursuing diversification leads 
in the non-beverage field. So is Na- 
tional Distillers. ‘The latter, inci- 
dentally, not long ago bought the 
White Rock Mineral Springs Co. 
The post-war prospect for such com- 
panies appears to be: no great de- 
cline in gross from present consumer 
sales levels (except as due to lower 
excise tax), with earnings probably 
considerably less than now but above 
the pre-war average and helped im- 
portantly by diversification. 

There is much competitive stir- 
ring in the farm equipment field. 
Oliver Farm Equipment recently ac- 
quired the Cleveland Tractor Co., 
changed its name to Oliver Corp. and 
announced preferred stock financing 
and a split in the common. The 
Graham-Paige Company, long a 
moribund independent in the auto 
field, seeks revitalization through its 
new management and, among things, 
plans to make farm equipment. 
However, the most formidable new 
competitive factor in this field seems 
likely to be the Ferguson-Ford com- 
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NOTE—From time to time, in this space, 
there will appear an advertisement which we 
hope will be of interest to our fellow Ameri- 
cans. This is number twenty-seven of a series. 
ScCHENLEY DisTILLers Core., New YorK 


Facts—and Figures 


Americans are becoming statis- 
tically minded. Really this is a de- 
velopment of the times; we get in 
the habit of reading astronomical 
figures. That word “billion,” an 
amount whose immensity is beyond 
the human mind’s clear conception, 
is bandied about today with complete 
abandon. 


If you are one who has become 
quite immersed in statistics, perhaps 
you will be interested in some rather 
illuminating figures about our popu- 
lation—male and female; and we’re 
going to be a little easier on you 
because, this time, you will be con- 
cerned with remembering only mil- 
lions instead of billions. 

Our 1940 census gave us a popula- 
tion of 131,669,275. There were 66,- 
061,592 males and 65,607,683 females. 
Do you know that we had more 
males than females in 1940, and do 
you know that there has been a shift 
of these figures this year? Well, 
here’s news: For the first time in 
history, this year women will out- 
number men in our total population, 
and their majority will increase about 
100,000 each year hereafter. This 
shift has been going on for some 
time, because, as far back as 1910, 
we had a male majority of 2,800,000. 

Of course wars do many things, 
and certainly they increase the num- 
ber of marriages and births. We have 
a probable increase in our population, 
today, close to 5,000,000 in excess of 
1940 census figures. 

And all this makes this writer re- 
member that several millions of our 
boys and girls—males and females, a 
majority of them of voting age, are far 
away from their voting precincts. 
Few of them will exercise their fran- 
chise by remote control. Well, what 
does that mean for us stay-at-homes? 
For one thing, besides the gratitude 
that fills our hearts for what these 
kids are doing for us, it makes us 
want to accept our home-front re- 
sponsibilities more seriously. These 
absent ones are depending on us to 
see that they come home to what they 
left. They think that the America 
they left behind is the best spot on 
earth! Certainly they haven’t found 
anything as good, let alone better— 
where they are now. 

And that’s our principal job; to see 
to it that America . . . remains America! 

MARK MERIT 

of ScHENLEY DisTILLERS Corp. 

FREE—Send a postcard or letter to Schenley 

Distillers Corp., 350 Fifth Ave. N. Y. 

1, N. Y. and you will receive a booklet 

containing reprints of earlier articles on 
various subjects in this series. 
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| DIVIDEND NOTICES oe 


DEBENTURE: The regular quarterly 
dividend of $2.00 per share on the De- 
benture Stock will be paid November 
Ist, 1944, to stockholders of record 
October 23rd, 1944. 
PRIOR PREFERRED: The regular 
quarterly dividend of 75¢ per share on 
the Prior Preferred Stock will be paid 
November Ist, 1944, to stockholders of 
record October 23rd, 1944. 

A. B. Newhall, Treasurer 


Dennioon Manufachuing So. 





Framingham, Mass. 














COLUMBIA 
GAS & ELECTRIC 
CORPORATION 

The Board of Directors has 
declared this day the following dividends: 
Cumulative 6% Preferred Stock, Series A 

No. 72, quarterly, $1.50 per share 
Cumulative Preferred Stock, 5% Series 
No. 62, quarterly, $1.25 per share 
5% Cumulative Preference Stock 
No. 51, quarterly, $1.25 per share 
Common Stock 
No. 41, 10¢ per share 
payable on November 15, 1944, to holders of 
record at close of business October 20, 1944. 
Dare Parxer 
Secretary 





October 9, 1944 











Sid COLUMBIA 


y 

: PICTURES 
“ CORPORATION 
Tut 









The Board of Directors has this day de- 
clared the regular quarterly dividend of 
6834¢ per share on the $2.75 Preferred 
Stock of this corporation, payable Novem- 
ber 15, 1944, to stockholders of record at 
the close of business November 1, 1944. 
Checks will be mailed. 
A. SCHNEIDER, 

Vice-Pres. and Treas. 

New York, October 5, 1944. 











bination. It is not new, strictly 
speaking. After some years of de- 
velopment work on radically differ- 
ent designs of farm machinery, Fer- 
guson-Ford was just about ready to 
“go to town” when the big war jobs 
interfered. It will be heard from— 
and this is strictly an “inside” job. 
No acquisitions and no financing. 

The budding competitive expan- 
sion in household equipment ini- 
tially will be via internal expansion 
in most cases, rather than by acqui- 
sitions. But one can readily imagine 
the going eventually getting tough 
enough to force quite a few merger- 
marriages among the weaker fry. The 
list of those getting ready for this 
plunge is too long to explore here, 
and there is probably a still longer 
list of those who are “figuring” but 
have not yet decided. 

In this connection an interesting 
note is sounded by Firestone Tire & 
Rubber Company. It has some di- 


versification plans worked out and 
they apparently include various 
household appliances, but it has not 
set any limit on what it might want 
to do—so the charter will shortly be 
amended to permit it to do most 
anything it pleases in future. Spe- 
cifically to “manufacture, produce, 
buy, sell and otherwise deal in rub- 
ber, cotton, rayon, plastics, syn- 
thetics, chemicals, metals, petro- 
leum” and products thereof. That 
seems to take in most every possibil- 
ity—including even the proverbial 
kitchen sink, since the latter is made 
of metal. 





Hosiery Companies Look to 
the War's End 
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stock in 1944 and has offered an ex- 
change of a new 5% preferred for its 
7% second preferred to eliminate 
the accrued dividends on it. To 
effect these changes, however, the 
company has undertaken a large 
long-term debt. The stock is closely 
held, with over 74% of it owned by 
two stockholders. 

Gotham Hosiery Co. had low earn- 
ings before 1941 but in the past three 
years averaged near to $1.50 a share 
annually. The company widely ad- 
vertises its leading brands of wom- 
en’s full fashioned stockings. The 
capitalization consists of 16,036 
shares of 7% $100 par preferred and 
395,074 shares of no par common. 
The preferred arrears were cleared 
up in 1942 and small common divi- 
dends started that year. 

Real Silk Hosiery Mills, Inc., had 
very large earnings in the late 1920s, 
but ran into severe deficits during 
the early 1930s, and had a very 
mixed record later. It had excel- 
lent results in 1943, showing $3.75 a 
share. It makes rayon fabrics and 
underwear as well as men’s and 
women’s hosiery. The company of- 
fered to exchange 16 shares of new 
5% preferred stock for each 10 
shares of its 7% preferred, on which 
arrears were $60 a share. On a com- 
plete exchange of all the 7% pre- 
ferred, there will be 14,728 shares of 
$100 par value 5% preferred out- 
standing. The common consists of 
178,044 shares of $5 par. No divi- 
dends have been paid on the com- 
mon for many years. 

Durham Hosiery Mills makes me- 
dium to lower priced hosiery for 
men and women. It had deficits in 
many years prior to 1941, but in the 
past three years averaged over $2.50 
a share annually. It has 20,760 
shares of $100 par 6% preferred, 
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12,455 shares of no par “A” and BR _ 
58,646 shares of “B” common stock. Re 
The “A” and “B” are on equal I 
terms excepting that the “A” has 
voting power and the “B” has none. 
Small dividends have been paid onB — 
the common stocks in the past three 
years. woul 
Davenport Hosiery Mills, Inc., § whic 
makes full fashioned hosiery for § coulc 
women. It has had a good earning; f ful s 
record, with $1.76 to $5.31 earned f the p 
each year starting in 1936. The 1943 Bin th. 
net was $3.83, and an average above § perm: 
$3 for the past eight years. Divi. § How 
dends have been paid each year, f impoi 
starting in 1929. ‘There are 5,212 Wil 
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Co., Inc., Brown-Durrell Co., andftion g 
Holeproof Hosiery Co. There arefbound 
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some of the textile companies and fpre-wai 
the department stores have a part infup to 
this business. Its potential produc fthe fra 
tion is very large, and even with theftrade | 
wartime handicaps, the 1943 pro conven 
duction of the industry was 1,834,fment o 
855,452 pairs, a new record. eality. 
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(Continued from page 79) hope tc 
ordinarily published, it is difficult tifwollen 
forecast the year’s earnings. Despitdfears, a1 
the rise in tobacco costs, the tremetfenerous 
dous volume of sales this year (toported g 
gether with the leveling effect dfon in | 
Federal taxes) is expected to mainfh its tr: 
tain share earnings above the $@ate to F 
level. Sales in the first five monthfes wo 
of 1944 were 10% over a year ag nancing 
(1943 showed a gain of almost 209% Even n 
over the previous year). ra new 
American Tobacco B is currentlfan bank 
selling around 68 (range this yeifther ar 
75-58). The yield of 4.8% comparélace. T} 
with about 4.2% for Reynolds, 3.8%Mch aid 1 
for Liggett, 5.3% for LorillamMgift bas 
based on the reduced $1 rate), anfluch as § 
4.8% for Philip Morris. While tM, Chin: 
dividend yield is probably dependbvotiatin 
able as far ahead as can presently Wiese Jing 
seen, the stock at present prices do@brds, js 
not appear an attractive purchase fife gap, 
capital gains purposes in view of thiill beco 
uncertainties confronting the cig@ead. 
rette industry. However, the ne§Before 
bond financing does not affect thins, thd 
conclusion very much, one way @nk for 
the other. While interest chargt lopmen 
ahead of the common stock are ndfgun to 
considerable, they are deductibliment ; 
from taxes and hence their actu@n of 
net cost is very small. gether 
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Realities of Dollar Volume 
Potentials in Post-War 
Exports 











(Continued from page 71) 
would be centered on fields for 
which it is best suited. While this 
could not be achieved without pain- 
ful sacrifices, it may well be worth 
the price, in the long run, for only 
in this manner can we hope to solve 
permanently our central problem: 
How to balance our exports with 
} imports. 

Without the latter, our plans for 
an expanded post-war economy, suf- 
ficiently broadened to permit steady 
and full employment, will have to 
be scaled down markedly, involv- 
ing a return to the employment 
problems of the past, not to men- 
tion grave fiscal problems that are 
bound to arise with them. 

The issue is perplexing. To meet 
it, we shall have to revolutionize our 
pre-war tariff policy and it will be 
up to the Government to provide 
he framework for a sound national 
trade policy and for international 
onvention within which achieve- 
ent of such aims could become a 
eality. Without doubt, we shall 
ear more about it in the future. 
In the absence of such a radical 
olution which is far from assured, 
hat would be our post-war export 
botential? Clearly, we could not 
9 hope to match current lend-lease 
cult t§wollen exports for more than a few 
Yespitiears, at best, even with a super- 
remengenerous lending policy. And a re- 
ar (toported goal of from $5 to $10 bil- 
fect ogon in loans, annually, would bring 
» maith its train fiscal problems that we 
the $ate to ponder. A number of agen- 
monthges would participate in such 
sar ag@mancing. 
st 2078 Even now, lend-lease is being cast 

br a new role, as sort of a reconver- 
irrentifan banker, to handle the job until 
ris yeither arrangements can take its 
ym partgiace. The difference would be that 
ls, 3.8%™ch aid would be on a loan instead 
orillam@ gift basis; it might amount to as 
te), alfuch as $2.5 billion annually. Rus- 
hile t, China and Francegare already 
depen@fgotiating for financial aid along 
ently ese lines. Lend-lease, in other 
ices dofords, is scheduled to help bridge 
hase {fe gap. Whether Congress agrees 
w of till become evident in the months 
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the ne§Before lend-lease winds up opera- 
fect tins, the proposed International 
- way @nk for Reconstruction and De- 
lopment would conceivably have 
are No%un to function, though at the 
eductilfment it is still awaiting ratifica- 
ir actlfn of the participating countries. 

gether with the Stabilization 
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BEHIND THE MOVEMENT 
OF EVERY WHEEL... 


NDUSTRY’S RECORD in this war 

has far outstripped every prewar 
guess of how much could be done... 
how soon... how well! 


And while the war is not yet over, 
the answer is daily being flung in the 
teeth of our enemies throughout the 
world. 

The answer is simply this: what- 
ever needs to be done,‘industry is 
doing . . . sooner than we thought 
... better than we dreamed! 


Figuring prominently in industry’s 
success ... behind the movement of 
every turning wheel and gear, behind 


GULF OIL CORPORATION 
GULF REFINING COMPANY 


every manufacturing operation, isthe 
Petroleum Industry. Its tireless re- 
search, its vast experience, its ex- 
treme awareness of America’s need 
have been invaluable in winning in- 
dustry’s production fight. 

That Gulf has been one of the 
companies responsible for providing 
proper and efficient lubrication is to 
us a source of high satisfaction. 


But, the important thing is the 
fact that when it was called upon, 
the entire Petroleum Industry was 
able to deliver the kind of assistance 
industry needed to do the kind of 
job it had never done before. 








Fund agreed upon at Bretton Woods, 
it would make available additional 
billions to be spent in our market. 
The Export-Import Bank would re- 
enter the picture on a large scale, 
once proposed expansion of its lend- 
ing authority from $700 million to $5 
billion has been approved. Thus 
the World Bank, the Export-Import 
Bank and a modified form of lend- 
lease would be used to furnish for- 
eign nations much-needed dollars 
to buy much-needed goods in our 
country; cautious private lending 
would be expected to assist. But 
trade built on such a towering struc- 
ture of what amounts largely to 
Government credit is hardly sound, 


nor could it be kept up for long. 
It would be a stop-gap of costly 
possibilities. 

Even less ambitious foreign trade 
expectations will be difficult of 
realization. Maintenance of an ex- 
port volume of $10 billion, even $7 
billion, would presuppose consis- 
tently high imports, the former at 
least some $7 billion, the latter per- 
haps $5 billion; even that would 
mean resort to credit extension of 
proportions untenable for any length 
of time. By way of comparison, im- 
ports of $7 billion (adjusted for 
price differences) in terms of phy- 
sical volume would match our record 
imports of $5.27 billion in 1920. On 
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Every brilliant drop of Old 
Grand-Dad is fine bourbon at its 
glorious best. So treasure each 
bottle that comes your way 
during these times of shortages. 
We're doing our best to spread 
the available supply fairly. 


Olt 


KENTUCKY STRAIGHT BOURBON WHISKEY 
100 PROOF ¢ BOTTLED IN BOND 


£m taste will 
ell you why 









National Distillers Products Corporation, New Yow 





this basis, total foreign trade (ex- 
ports and imports) would come to 
about 10% of the gross national 
product of $170 by many held neces- 
sary for full employment; exports 
alone would amount to about 6% 
against this year’s ratio of 7.3%. It 
might be possible but barring 
marked easing of trade barriers such 
as tariffs, the import angle would 
still present its difficulties. In 1939 
when gross national product was 
$88.6 billion, imports were no high- 
er than $2.3 billion or 2.6%. As- 
suming the same relationship, doub- 
ling of the national product would 
point to imports of some $4.6 bil- 
lion without price adjustment, or 
some $5.8 billion when adjusted for 
higher prices. 

A great temporary export boom 
after the war’s end is a virtual cer- 
tainty but it will be an abnormal 
phase just as that after World War 
I, only more so. Thereafter, exports 
are likely to stabilize around more 
moderate levels, probably no more 
than $7 billion annually under fair 
world trade conditions, but much 
less perhaps should world trade con- 
tinue in a state of upset. It would 
be unwise, therefore, to assign ex- 
ports a much greater potential in 
the scheme of our projected post- 
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war economy; it might be conserva- 
tive to assume no more than $5, bil- 
lion on a longer range basis. This 
would seem to throw the burden 
of economic expansion planned for 
post-war on domestic aspects in the 
first instance unless we see our way 
clear to revolutionize our tariff pol- 
icy and develop commercial and 
financial policies to suit the prob- 
lem. While an economic issue of 
the first magnitude, the problem 
will be decided in the political 
arena and it is there, where we must 
look for clues of what’s ahead. 





Agriculture—the Great 
Dilemma 
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Australia for four years following 
the war, has bought future supplies 
of Argentine meats and is trying to 
contract low-cost cotton from Brazil; 
in addition, she is said to be en- 
gaged in angling for other farm com- 
modities in all South American coun- 
tries. Such reports cannot but give 
substance to the gloom rapidly deep- 
ening Over export prospects. Con- 
versely, it tends to spur renewed re- 
sort to export subsidies, and the War 
Foods Administration is already 
drafting a post-war export subsidy 
program to sell whatever it can 
in world market where prices of 
both cotton and wheat are now 
some 30% below domestic levels. 
Subsidies may even come before 
the war’s end. Meanwhile authority 
to dump farm surpluses is contained 
in the War Surplus Disposal bill; 
by way of contrast, the latter also 
contains a_ provision prohibiting 
sales in the domestic market below 
parity prices, with few exceptions. 

Prime motive behind these meas- 
ures is obviously maintenance of 
production and prices near their ex- 
panded war-time levels, in line with 
and complementary to prevalent 
ideas of a vastly broader post-war 
economy as a whole. We cannot have 
the latter without well sustained 
agricultural purchasing power, and 
unless farm products are exported in 
volume, output of many products 
must be cut back at least one-third. 
A cue to future policy is given in the 
September reconversion statement by 
War Mobilization Director Byrnes 
in which he states that we shall not 
return to a scarcity agricultural econ- 
omy. It remains to be seen whether 
this decision is final. 

At any rate, stabilization of agri- 
cultural purchasing power by price 
guarantees and export subsidies 


THE MAGAZINE OF WALL STREE! 













again threatens to become an @ 
pensive business; this being 60, ; 
can hardly be accepted as a pe 
manent solution. We have trig 
such approaches before; in the ligh 
of past experience, a _ repetitiq 
can scarcely promise lasting succes 
If agriculture is to endure, it muy 
be because there is a future opposhus the 
tunity for development. It cagpllocate | 
hardly be expected to flourijjfis, or p! 
indefinitely through restriction ports fo 
public expense. A solution should belief an 
sought along broad and enduringfor Gove 
lines which promise new marketjfthe degr 
new outlets and security to the farmfflling d 
er. This must be the eventual goagdurable 
not a guaranteed and expensivghe some 
parity, complicated — ever - normifnd fore 
granaries, production quotas anijpecm tha 
crop restrictions which are the chi¢fan begi 
embodiments of present plans.  ffiter Ge 
There is no reason to doubt thaffar from 
Government officials are fully awariwill bull 
of this and will eventually work ijmeeds fo 
this direction. To maintain agrghe large 
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our economic welfare, we need ef Whate 
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strong foreign trade policy aiming poods be 
through trade agreements, at dijpmaller 1 
continuance of the pre-war trenigng to be 
towards agricultural self-sufficienfarrying 
in primarily industrial countriegonclusic 
abroad. We must work for broaden: pacific - 
ing domestic consumption along he “pos 
non-artificial lines, by raising owjnsume: 
general standard of living and bghat unf 
development of increased uses andgpnore th 
new uses for farm products. On thegetting 11 
farms, we should urge diversificatiom"at? 
of production, a shift away froug Accept 
commercialized cash crops and_inpis of on 
stead towards greater self-sufficiency Very S1z 
especially on the smaller farm need 
Above all, we must aim at cost reducfusehol 
tion through further mechanizatiol nade up 
of the farming process, not only t he sam: 
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world markets but to further domegltct fro 
tic consumption as well. Finally, we he other 
should withdraw from productioiglme per: 
submarginal acreage with its high{euld be 
cost handicap. mand fo 
All this is neither easy of achieve lal buil 
ment nor a sure-fire prescription fof? twenty 
success; even more difficult perhap lon of d 
will be thé problem of divorcing* possi 
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Still, it would not be a bad idee areas 
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haps is too much to hope. sed hy 
When it comes to agricultur one 
policy, the past does not augur welgitre wo 
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Will We Discount Peace 
Boom in Wartime? 





(Continued from page 65) 


hus the Government will have to 
locate supply. How much empha- 
ss, or priority, will be given to ex- 
ports for urgently needed foreign 
dief and reconstruction is a matter 
or Government decision; and so is 
he degree of emphasis to be put on 
lling domestic backlog needs for 
durable goods. For a time there will 
he some conflict between domestic 
md foreign needs, though it would 
em that a very goodly part of both 
an begin to be served fairly soon 
iter Germany is beaten. Though 
ar from exclusively so, capital goods 
vill bulk largest in urgent foreign 
eeds for durables, while at home 
he largest deferred demands are in 
onsumer durables. 

Whatever the allocation of supply, 
he larger is the output of civilian 
boods before the defeat of Japan, the 
aller will be the backlog remain- 
ing to be made up after that event. 
arrying this thought to its ultimate 
mclusion: a very long war in the 


Pacific might see the substance of 
he “post-war catching up boom” 


onsumed before peace arrives. In 


hat unfortunate event, could one 
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gnore the possibility of a depression 
etting in not so very long after the 
yar? 

Accepting the Washington consen- 
us of one and one-half to two years, 
avery sizable proportion of the back- 
og needs for the whole range of 
ousehold durable goods could be 
made up within that time period. 
he same is true of accumulated or 
mergency type export needs, as dis- 
inct from normal trade flow. On 
he other hand, within this assumed 
ime period, only moderate inroads 
ould be made in filling backlog de- 
and for automobiles and residen- 
ial building. Even so, in eighteen 
0 twenty-four months after termina- 
ion of the war in Europe, it might 
¢ possible to build somewhere be- 
ween 3,500,000 and 5,500,000 auto- 
lobiles—and perhaps 200,000 to 
300,000 homes—so that in these larg- 
Nt areas of backlog consumer de- 
and at least appreciable volumes 
ould be subtracted from the “post- 
ar boom.” 

So far as the employment problem 
' concerned, the possibilities dis- 
sed here do not raise any new 
uestions. It has been known that 
here would necessarily be one em- 
loyment crisis during the cut-back 
id reconversion period, and an- 
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other after “catching up” consumer 
and export needs had been met. The 
latter is the more basic and trouble- 
some. Continuing production for the 
Jap war will be an important sup- 
port to employment. The longer it 
lasts, the longer we have this abnor- 
mal prop. Following reconversion, 
the combination of rising civilian 
production and reduced but contin- 
uing war production—perhaps at a 
rate of $20 billions to $30 billions a 
year—would, probably, make possi- 
ble “full employment” at least of 
the normal labor force of somewhere 
around 58 million persons. 

If there is threat of depression at 
some time after the war, prolonged 
conflict in the Pacific will not bring 
it nearer. ‘The contrary is true. 
Therefore, the implications of this 
discussion have much greater possi- 
ble significance for investors than for 
business men or labor. In relation to 
taxes, profits and psychological en- 
vironment, the question of how 
much of the previously anticipated 
post-war boom in civilian goods is 
used up during the war can hardly 
fail to be a matter of pertinent con- 
cern to the stock market. 

The War Production Board thinks 
that during the six-month period fol- 
lowing defeat of Germany the gross 
national product will decline only 
from present annual rate of about 
$197 billions to $185 billions; that 
non-war Output of goods and services 
in this period will rise from present 
55 per cent of the total to a 67 per 
cent relationship; and that, in dol- 
lars, the non-war gross product will 
rise from present annual rate of $108 
millions to $124 billions, or by $16 
billions. 

That may be correct but seems on 
the optimistic side. If it is correct, 
previous fears as to the scope of un- 
employment during the reconversion 


period would seem to have been 
somewhat exaggerated. This fore- 
cast implies that the human disloca- 
tion will consist more of large-scale 
job shifts and forced retirement of 
temporary workers rather than of 
true mass unemployment in terms of 
the normal labor force. 





Loose-Wiles vs. National 
Biscuit 





(Continued from page 85) 


“Sunshine” for those of Loose-Wiles 
have been carried around the world 
by our armed forces and may bring 
both, companies increased exports 
when the world settles down to in- 
ternational exchanges of goods in 
place of bullets. 

National Biscuit makes a total of 
about 500 different items. A larger 
number are in different kinds of 
crackers and biscuits, with Shredded 
Wheat its most important departure 
from its original line. It also makes 
candy in some localities, pretzels, 
ice cream cones, dog biscuits, waf- 
fles, etc. It owns flour mills, a print- 
ing plant, a paperboard mill and a 
carton plant. It has 47 bakeries in 
various parts of the country and 257 
distributing branches. 

Loose-Wiles has no single outside 
activity to compare with that of the 
Shredded Wheat branch of National 
Biscuit, but it has gone into the 
making of cereals. Besides many 
brands of biscuits and crackers, it 
distributes cake in some sections, 
also candy, chewing gum, cookies, 
pretzels, potato chips, etc. It has 15 
plants and 121 distributing branches 
in many parts of the country. It 
operates flour mills, a cheese-making 
plant, carton and printing estab- 
lishments. 
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Optical Stocks 





(Continued from page 87) 


stock of such prominent firms as 
Bausch & Lomb, American Optical 
Co. and Corning Glass is traded, 
fairly actively, in the  over-the- 
counter market. Important and old- 
established concerns such as Keuffel 
& Esser, Kollmorgen Co., Wollensak 
Optical Co. and Goerz are still in 
private hands. 

Biggest industry factors are East- 
man Kodak, Bausch & Lomb and 
American Optical Co. which to- 
gether normally account for about 
75% of total business. They are 
the leading makers of optical and 
spectacle glass, supplying the needs 
of most other manufacturers. 

Eastman Kodak’s outstanding po- 
sition is well known to most inves- 
tors; its common stock is a leading 
“blue-chip,” too high in price to be 
considered a popular investment me- 
dium. While optical goods manu- 
facture of Eastman (apart from 
camera lenses) represents a relative- 
ly modest part of total business vol- 
ume, it will nevertheless continue to 
be a sizable post-war factor. The 
company is well aware that war-time 
appearance of dozens of new con- 
cerns in optical manufacturing 
means keener post-war competition 
in the camera field, and it doesn’t 
intend to be caught napping. Also, 
having become in the last three years 
one of the leading makers of optical 
instruments as well, the company 
plans to stay in this field. 

Bausch & Lomb, whose activities 
range ‘the entire field from making 
optical glass to finished instruments 
of a wide variety, since 1939 has 
quadrupled its business volume 
which in the latter year ran around 
$18 million. Sales of the instrument 
division expanded eight times, opti- 
cal glass production twelve times. 
The latter now runs into hundreds 
of thousands of pounds annually. 
Established in 1853 and _ incorpo- 
rated since 1908, the company in 
technique and manufacturing skill 
is second to none and has greatly 
contributed to the industry’s splen- 
did war-time record. Company has 
manufacturing subsidiaries in Eng- 
land and Brazil but over 90% of 
pre-war sales were in the domestic 
market. It holds important basic 
patents, and licenses have been grant- 
ed free to several other manufactur- 
ers for production of war equipment. 
Finances are sound and past earn- 
ings were quite satisfactory; dividend 
payments are conservative. The 
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stock currently sells at about 2314 
(over-the-counter) compared with 
book value of $33.29. War-time 
earnings have been extremely vul- 
nerable to high taxes; comparing 
1937 and 1943, net per share gained 
50% (from $2.04 to $3.09) while 
sales expanded about fourfold. 
Taxes rose from $322,895 to $4,503,- 
647. Consequently, after the war, 
there could be a very considerable 
shrinkage of business without a cor- 
responding earnings decline. The 
moderate price-earnings ratio of 
about 8 apparently takes into ac- 
count not only the deflation in vol- 
ume but the competitive situation 
which the industry must face after 
the war as a result of its great expan- 
sion in the past three years. How- 
ever, the company’s trade position is 
such that it should always be able 
to command a fair share of available 
business. 

Perhaps typical of the general in- 
dustry trend is American Optical 
Company, an important and pros- 
perous company and until recently 
closely controlled by private inter- 
ests. Only last April, the company 
invited public participation and 
230,000 shares of stock were offered 
publicly; these consisted of 167,000 
shares previously unissued and some 
62,000 shares from holdings of fami- 
lies who have been in the manage- 
ment for eighty years. From small 
beginnings, the company has grown 
into a corporation with assets of $40 
million. Its scope of activity broad- 
ened progressively until output now 
embraces a full line of lenses, diag- 
nostic and orthoptic instruments, re- 
fracting equipment and optical ma- 
chinery. It is now almost fully in 
war work with civilian output great- 
ly restricted. Sales grew from $14 
million in 1934 to $62 million last 
year while net income more than 
tripled during that period, despite 
sharply higher taxes which last year 
came to $8.4 million versus $453,000 
in 1939. Price earnings ratio is 8 to 
1, and the $1.50 dividend gives a 
yield on current market price of 
about 5%. The stock (over-the- 
counter) sells at about 31 compared 
with book value of $38 per share. 
Net current assets alone are about 
$21 per share. Since the tax cushion 
should importantly moderate any 
post-war earnings decline, the stock 
looks underpriced. Earnings record 
is good and dividends have been 
paid regularly except in the depres- 
sion years 1932/33 and in 1938. The 
company is both an operating and 
holding concern; subsidiaries in- 
cJude the Spencer Lens Co., known 
as the scientific instrument division, 
which makes and sells microscopes, 
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microtomes and other scientific in 
struments; the Safety Equipmen 
Service Co. manufactures industrial 
safety equipment; the American Op 
tical Co. carries on the business of 
the parent company in twelve state, 
Consolidated Optical Co. of Cana 
makes and sells lenses and frame, 
and distributes the parent company 
products. Finances are sound ani 
liquid with working capital of 
$13.67 million; cash and securities 
amount to over $10 million. Parth 
accounting for the relatively lov 
market valuation of the common i 
the fact that almost two-thirds 0 
outstanding common is still in the 
hands of the management or partig 
close to it; in somewhat lesser de 
gree, this applies to Bausch & Lomb 
as well. However, it would not be 
surprising if greater public partici 
pation were eventually thought de 
sirable, making for a broader market 
as well. 

Argus, Inc., traded on the Curb, 
was incorporated in 1931 as Interna 
tional Radio Corp., in 1938 changed 
to International Industries and 
adopted its present title early thi 
year. The company originally made 
only radios but in 1936 a line of 
miniature cameras and camera ac 
cessories was added. Since last year it 
is exclusively engaged in manufac 
ture of precision optical instruments 
and aircraft radio equipment. In- 
ternational Research Corporation, 
subsidiary, was acquired in 1936. 
Indications are that the compan} 
plans to expand in the optical field. 
Past earnings have been fair bu 
dividends small and spotty. Fi 
nances, while somewhat restricted, 
appear adequate and the remainder 
of outstanding debt of $1.63 million 
was retired last year. 

The common has found consit: 
erable speculative interest, rising 
from the year’s low of 234 to 7% 
and is currently holding around the 
latter level. No dividend was pail 
last year. Price-earnings ratio is 13 
to 1. The stock is highly speculative, 
with trading interest apparent 
based on expectation of more prom: 
ising post-war potentials notably in 
the camera field. 

Corning Glass, outstanding in the 
glass field with a growing interes 
in optical manufacture is a closeli 
held company incorporated sinc 
1936. No corporate data are pub 
lished but the stock is traded in tht 
open market though interest is small 

General Precision Equipmet! 
Corp. is principally a maker of pho 
tographic equipment, notably me 
tion picture cameras and projector 
currently the company is mainly dt 

(Continued on page 108) 
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26” Profit 
Just Taken Ou 
Lochheed Aircraft 


Recommended at 17, Lockheed Air- 
craft was closed out last week at 
21144 showing 414 points profit or 
26% appreciation. 


1414 points profit with only 117% 
points loss have been made avail- 
able through our advices closed out 
to date this year. Every program 
shows a profit. A few additional 
illustrations are given below: 


Rift 





Points 
Profit 
ALLEGHANY CORP. 
$2.50 CUM. PF. ......... 12's 
AMERICAN BANK 
i 105 
AMERICAN 
WOOLEN, PF. .......... 124 
ATLANTIC 
REFINING .............. 54 
CRANE 
COMPANY .............. 53g 
ILL. CENT. C. 
ST. L. & NO. 5’S ........ 15344 
MINNEAPOLIS 
MOLINE, PF. .......... 123/44 
STUDEBAKER 
CORPORATION ......... 6/2 


The Essentials of Successful In- 

vestment—What and When to 

Buy and When to Sell — Are 
Provided by The Forecast 





Special Offer ! 





As you know, The Forecast accurately gauged the top of the last 


intermediate advance. 


Now our subscribers are in a most advantageous position . . . pre- 
pared to buy—at attractive levels—potential leaders and low-priced 


stocks for profits in coming victory markets. 


This is your opportunity—along with thut of our regular subscribers— 
to participate in the next recovery spiral. Out of such a situation— 
as a corrective phase runs its course—invariably the best possibil- 


ities for capital appreciation emerge. 


As a Forecast subscriber you would have the assurance of knowing 
that you would be advised what and when to buy and when to sell. 
You would follow a specialized program especially suited to your 


capital, wishes and objectives. 


Act Now to Capitalize on 
Next Important Market Move 


Enroll now to receive at this opportune time the complete and well- 
rounded service which The Forecast provides—a service geared to 


today's markets. 


There are two low-priced sections—one for short-term profits with 
stocks averaging under $!10—and the other for longer term capital 
growth with stocks under $20. You will also receive our trading selec- 
tions—Dynamic Special Situations—and our Program for Income 
and Profit . . . to build an investment backlog. 


Our first step will be to survey your present securities and advise 
you what to hold . . . what to weed out . . . to place you in a 
sound position. You will be welcome to this extensive consultation 


at all times. 


We look forward to serving you and suggest that you mail the 


coupon below . . . today. 





— os FREE SERVICE TO DECEMBER 1 








THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [) $45 for 6 months’ subscription; [) $75 for a year’s subscription. 
(Service to start at once but date from December 1, 1944) 
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SERVICE (0 $1.50 for six months; $3.00 for important market turning points . 
when to buy and when to sell. 
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PREFERRED 


STOCKS 


for Income and Profit 


i pede pe growing scarcity of 
good grade investments offer- 
ing satisfactory income, it is possible 
to find some Preferred Stocks that 
appear attractive from the stand- 
point of current income and pos- 
sible appreciation. UNITED’s cur- 
rent Report reviews its supervised 
list of 33 Preferred issues— 


8 Most Attractive 


selected for current investment. 
These include convertible issues, 
good quality Preferreds yielding up 
to 5.6%, and one interesting specu- 
lative $6 Preferred currently sell- 
ing at 55, 


A copy of this valuable Report will 
be sent gladly on request. 


Send for Bulletin MW-32 FREE! 
UNITED BusINESS SERVICE 





210 —— Ve; Boston 16, Mass. 
| 








voted to optical precision instru- 
ments for industrial and war pur- 
poses. Well entrenched in its field, 
the company has a record of fairly 
good earnings and generous divi- 
dends were paid regularly. Its post- 
war position in the optical field 
(apart from cameras) is at present 
obscure. 

Fairchild Camera & Instrument 
Corp., known as a leading maker of 
aerial cameras and related equip- 
ment is said to be interested in the 
optical instruments field and is do- 
ing extensive research to improve 
old and develop new products. It 
now makes a wide range of optical 
precision instruments for war uses, 
including range finders and fire con- 
trol devices. Past earnings have been 
erratic and dividends generally mod- 
est, but since the war, sales quadru- 
pled and per share earnings more 
than tripled despite high tax charges. 
Traded on the N. Y. Curb, present 
price of 1014 is only about 21% times 
1943 earnings, discounting the sharp 
post-war deflation inevitable in the 
company’s operations. It remains to 
be seen to what extent diversification 
in other optical branches (outside 
of aerial cameras) can minimize the 
expected earnings drop when war 
business comes to an end. 

Square D, prominent manufac- 
turer of electrical equipment, has 


taken an increasing interest in the 
optical field. In 1940 it acquired 
the John H. Emmerich Optical Co., 
maker of lenses and prisms, to sup- 


plement its aircraft instrument busi- ° 


ness; the subsidiary since has become 
an active producer of binoculars. 
The company’s Kollsman division 
makes a wide variety of precision op- 
tical instruments and binoculars un- 
der Bausch & Lomb license. 





As I See It 


(Continued from page 61) 
while it would be interpreted as a 
sign of weakness and appeasement 
in a small one. Thus the pursuit of 
our goal for a lasting peace will 
make us truly the leaders of the 
world, from which we—and all men 
—will benefit. 








Answers to Inquiries 





(Continued from page 96) 


The press recently carried an an- 
nouncement of an electric rate cut 
order for Public Service Electric & 
Gas which is quoted as “the largest 
single reduction ever effected 
through negotiation between the 
utility board and the Public Service 
Electric & Gas Company.” The de- 
cision was a split decision of the 
three man board with the other com- 
missioner contending that the reduc- 
tion should have been much larger. 
He further estimated that a rate 
reduction of $9,000,000 should have 
been made instead of the $5,000,000 
cut arranged since the company 
would still earn a fair return, or 
6.4%, on its investment. 

The company itself is reported to 
feel that the rate cut is not justifiable 
but agreed to accept the reduction 
in rates to avoid a long rate case 
while entertaining the hope that net 
earnings of the corporation available 
for dividends will be sufficient to 
justify a continuance of the present 
dividend rate on the common stock. 
Here it may be interesting to note 
that any further decline in net earn- 
ings from the 1943 level would in- 
dicate a reduction of the dividend 
rate to 80 cents yearly. The earnings 
available for dividends could of 
course be maintained by reduction 
in depreciation and maintenance 
charges but the longer term effects of 
such a policy are likely to reflect to 
the disadvantage of the common 
stockholders. 

As the present price of 173% is near 
the 1944 and the 1943 high, it is 
felt that purchases should not be 
made at the present level. 





STATEMENT OF THE OWNERSHPP, 

MANAGEMENT, CIRCULATION, ETC, 

REQUIRED BY THE ACTS OF CON. 

GRESS OF AUGUST 24, 1912, AND 
MARCH 3, 1933 


Of Tue MacGaziIneE oF WALL StREET and Busi. 
ness ANALysT published bi-weekly at New York, 
New York, for Oct. 1, 1944 


State of New York \ ne 
County of New York ¥ 


Before me, a Notary Public in and for the 
State and county aforesaid, personally appeared 
Laurence Stern, who, having been duly sworn a. 
cording to law, deposes and says that he is the 
Managing Editor of THE MaGazINnE OF Wa. 
Street and Business ANALysT and that the fol- 
lowing is, to the best of his knowledge and be. 
lief, a true statement of the ownership, manage- 
ment (and if a daily paper, the circulation), etc, 
of the aforesaid publication for the date shown in 
the above caption, required by the Act of August 
24, 1912, as amended by the Act of March 3, 
1933, embodied in section 537, Postal Laws and 
Regulations, printed on the reverse of this form, 
to wit: 


1. That the names and addresses of the pub- 
lisher, editor, managing editor, and __ business 
managers are: 


Publisher—C. G. Wyckoff, 90 Broad Street. 
New York 4, N. Y. 


Editor—None. 


Managing Editor—Laurence Stern, 90 Broad 
Street, New York 4, N. Y. 


Business Managers—None. 


2. That the owner is: (If owned by a corpora 
tion, its name and address must be stated and also 
immediately thereunder the names and addresses 
of prc ne MO owning or holding one per cent 
or more of total amount of stock. If not owned 
by a corporation, the names and addresses of the 
individual owners must be given. If owned by a 
firm, company, or other unincorporated concern, 
its name and address, as well as those of each 
individual member, must be given.) 


Ticker Publishing Company, Inc., 90 Broad 
Street, New York 4, N. Y. 


C. G. Wyckoff, Inc. (Stockholder), 7 West 10th 
Street, Wilmington, Del., the stockholders of 
which are: C. G. Wyckoff, 90 Broad Street, New 
York 4, N. Y. 


3. That the known bondholders, mortgagecs, 
and other security holders owning or holding | 
per cent or more of total amount of bonds, mort: 
gages, or other securities are: (If there are none, 
so state.) 


Cecelia G. Wyckoff: (bondholder), 90 Broad 
Street, New York 4, N. Y. 


*. G. Wyckoff, Inc. (bondholder), 7 West 10th 
Phy a Del., the stockholders _ of 
which are: C. G. Wyckoff, 90 Broad Street, New 
York 4, N. Y. 


. That the two paragraphs next above, giv 
one Ps names of the owners, stockholders, and . 
curity holders, if any, contain not only the ist 
of stockholders and security holders as they * 
pear upon the books of the company but an 
cases where the stockholder or security — 
appears upon the books of the company as trus . 
or in any other fiduciary relation, the —- 
the person or corporation for whom such trus % 
is acting, is given; also that the said — 
graphs contain statements embracing a wor 
full knowledge and belief as to the doggone = 
and conditions under which stockholders ~ . 
curity holders who do not appear upon the i 
of the company as trustees, hold stock an Bes 
curities in a capacity other than that of a : 
fide owner; and this affant has no reason bs 
believe that any other person, association, oF bo 
poration has any interest direct or indirect in ~ 
said stock, bonds, or other securities than as § 
stated by him. 
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5. That the average number of copies of 
issue of this publication sold or distributed 
through the mails or otherwise, to paid sar Se : 
during the twelve months preceding the ~— 
shown above is—(This information is require 

from daily publications only.) 

LAURENCE STERN, 

Managing Editor. 


Sworn to and subscribed before me this 28th 
day of September, 1944. 


[Seal] CHARLES KRAVETZ 
(My commission expires March 30, 1946.) 
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Where Time Doesn’t March On .. 





























... unless you step in now to help men in German prison camps 
jight that deadly “‘barbed wire’’ boredom 


4 pm cLock has a hundred hours on 
its dial and each hour has 600 mir- 
utes when you’re penned behind barbed 
Wire, 

Nothing to see but that wire, the bar- 
rack’s wall, and a sentry’s back. Nothing 
to hear but the tramp of his feet, the 
beefs of your comrades. 


So you go slowly, grimly, and somc- 
you § } ) 


mes not-so-quietly, progressively 
tewards the “barbed wire disease” unless... 
Unless you’re lucky enough to have the 


folks back home get behind the War Pri- 


soners’ Aid (one of the 22 participating 
agencies of the National War Fund) and 
provide the money to provide the things 
to feed the hunger of your heart ond 
soul and mind. 


Books and baseballs and tennis rackets. 
Textbooks and technical equipment s9 
vou can continue studies the war inter- 
rupted. Grease paint and playscripts for 
your own camp shows. Games of every sort. 
Anything and everything it’s humanly 
possible to provide to start Time march- 


ing on again, 








This is just one of the many vital jobs 


your contribution helps to take care of 
—when you support the National War 
Fund by giving to your local Com- 
munity War Fund. Your dollars go to 
work on six continents and in nincty-one 
countrics—including your osen, because 
this united campaign covers the big 
home-front needs too. 

And don’t just give a “token” cons 
tribution. The job is too big for that. 
Give—really give! Remember that no 
gives in 
moncy it’s still little compared to what 


matter how much any of us 


the peeple you'll help have been giving 


in “blood, sweat, and tears.” 


GIVE GENEROUSLY TO YOUR 


ommunity War Fund 


REPRESENTING THE National War Fund 
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INCOME plus PROFIT 


These two aims are compatible—both can be attained 








Mo axy investors indicate that thev are unde- 


cided whether to seek income or capital growth in 
their market activities. 

Income is a strong sustaining factor, particularly in 
dull markets. Growth of principal is essential to 
steady investment progress. 


Where an ample retirement fund has been built, 
we advise that efforts be concentrated on conserving 
it while maintaining appropriate income. If sufh- 
cient capital has not yet been accumulated for retire- 
ment, we endorse the combined aims of income plus 
proft. 


Two Aims Closely Linked Today 


Corporate income is vital to the attainment of both 
aims. But, current earnings figures must not be 
accepted as the criterion. Today you must weigh 
and project the effects of new products, ingenious 
processes and newly developed materials for use in 
the postwar period. Our tax structure will be re- 
vised; labor, political and economic changes will be 
numerous. 

Keen discrimination must be used to assure rep- 
resentation in those securities where taxes and profit- 
restrictions will not work a hardship—where gen- 
erous income payments will be forthcoming. Those 
same situations will offer strong profit prospects. 

Dividend Policies Affect Prices 

Some managements reiterate a policy opposed to an 
increase in dividends, even though income might be 


ample to support added disbursements. Shares of 
such companies frequently fail to sell as high on a 





90 Broad Street 





times-earnings basis, as do the shares of a concern 
where a liberal dividend policy has always been 
the rule. 

Also, the ability of a company to continue divi- 
dend payments regardless of whether or not they 
are fully earned, doubtless is a factor in cushioning 
declines in market value during recessions. 


Discriminating Selection Essential 


Some investors, seeking a large income, have chosen 
securities for their high vield—without realizing 
that the very size of the return was a warning of 
unfavorable conditions. 


Purchase of such issues has often been followed by 
a decline in value several times offsetting the amount 
of income received. In some cases, dividends were 
reduced or deterred after the stock was purchased— 
making it doubly unproductive. 


Sound Changes Advisable 


A “do nothing” policy can prove costly at a time 
when industrial, political and economic conditions 
are changing. Some securities which were attrac- 
tive six months ago should now be sold. 

Portfolio revisions now can prepare your account 
for the coming months by arranging an income to 
meet your needs and by concentrating in those se- 
curities with the best immediate prospects for sound 
growth. 

As a first step in initiating a sound program for 
income plus profit, we invite you to accept the invi- 
tation below. 


ITHOUT obligation on your part, we offer to send you a confiden- 
tial, preliminary review of your portfolio tf it exceeds $20,000 in value—commenting 


frankly on its posstbilities for capital gro 


wth, its income factor and its diversification. 


Your least favorable issues will be specified, with reasons for selling. Merely send 


us your list of holdings and objectives 


INVESTMENT MAR, 





A Division of Thea 


ont 


in as comblete detail as you care to give. 


igs ine of Wall Street 
A New York 4, N. Y. 





